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ABSTRACT 
 
 The Malaysian government implemented a minimum wage policy throughout all 
businesses in 2013, with aimed to improve the living standards of Malaysian and non-
Malaysian employees. Initially, the monthly minimum wage was set at RM900 (USD215 
- dependent on exchange rate) for Peninsular Malaysia and RM800 (USD191) for other 
parts of Malaysia. In July 2016, the monthly minimum wage increased to RM1,000 
(USD236) for Peninsular Malaysia and RM920 (USD217) for other parts of Malaysia. 
The minimum wage policy implementation impacted hotel businesses and employees. As 
a labor-intensive industry, hotel businesses reported increases in operational and labor 
costs. This study investigated the impact that the minimum wage policy has had on hotel 
employees’ perceived satisfaction with compensation, work motivation, work 
engagement, job satisfaction, turnover intention, and quality of life.  
 An electronic questionnaire was developed and distributed to current and former 
employees from three-, four-, and five-star hotels in Malaysia. Based on the correlational 
analysis (n = 239), this study found that perception of the minimum wage policy was 
moderately correlated with satisfaction toward compensation (r = 0.301, p < 0.01). 
Satisfaction toward compensation was found to be moderately correlated with work 
motivation (r = 0.423, p < 0.01) and work engagement (r = 0.316, p < 0.01). 
Additionally, satisfaction toward compensation was found to be largely correlated with 
job satisfaction (r = 0.604, p < 0.01) and moderately correlated with turnover intention (r 
= -0.315, p < 0.01). Using Mplus, confirmatory factor analysis and structural equation 
modeling were performed, and results of the fit indices showed that the hypothesized 
models were adequately fit to the data. Findings gathered extend findings by previous 
xii 
 
 
 
researchers concerning the impact of the minimum wage policy implementation on hotel 
employees’ work behaviors and perceived quality of life. Results of the bias-corrected 
bootstrap sampling procedures on the total indirect effects offered additional evidences 
regarding the significant mediating roles of work motivation, work engagement, and job 
satisfaction in influencing the overall results of the study, while considering changes in 
compensation systems. Future research could utilize the study framework to examine the 
impact of minimum wage policy implementation on hotel employees in other developing 
countries.
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CHAPTER 1: INTRODUCTION 
 
Introduction 
 
The Ministry of Human Resources in Malaysia, using national employment 
studies from 2009, found that nearly 40% of employees in private sectors earned less than 
RM700 per month (approximately U.S. dollar (USD) 166 – dependent on exchange rate), 
which is below the Poverty Line Income (PLI) level of RM800 (USD191) per month 
(Guie, 2012). The PLI in Malaysia increased from RM800 per month in 2009 to RM861 
per month in 2012, and later increased to RM950 per month in 2014 (Shanmugam, 2016). 
Recognizing that the poverty rate could be reduced by increasing employees’ total 
income (Yusof, Abdul Rahman, Hassan, & Habibullah, 2016), the Malaysian government 
took a step similar to those taken by other countries (e.g., Thailand, United States) and 
implemented a minimum wage policy. A national minimum wage policy was 
implemented throughout all businesses on January 1, 2013 with aims to improve the 
living standards of Malaysian and non-Malaysian employees and to give social protection 
to employees through minimum acceptable wages, thus helping overcome poverty issues 
in the country (Central Bank of Malaysia, 2013; Thiagarajah, 2000). Some industries, 
including hotels, were given a grace period until October 2013 due to financial 
difficulties incurred by increasing wages (MAH, 2013a).  
 The first minimum wage policy under the Minimum Wages Order 2012 
(Attorney General’s Chambers of Malaysia, 2012) set monthly base salary at a minimum 
of RM900 (USD215) for Peninsular Malaysia and RM800 (USD191) for other parts of 
Malaysia. This 2012 policy was superseded in 2016 by an update and currently, the 
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minimum wage is RM1,000 per month (USD236) for Peninsular Malaysia and RM920 
(USD217) for other parts of Malaysia (Attorney General’s Chambers of Malaysia, 2016). 
Minimum wages are basic wages excluding allowances (e.g., accommodations, 
transportation) and the value of non-monetary benefits (e.g., healthcare insurance) 
(Shanmugam, 2016). The minimum wage is applicable to all Malaysian and non-
Malaysian employees, except domestic workers such as domestic helpers and gardeners 
(Central Bank of Malaysia, 2013). According to the National Wages Consultative 
Council (NWCC, 2012), the method of wage restructuring is subject to negotiation 
between the employer and employee; and non-wage payments (e.g., employee welfare, 
retirement scheme) are excluded from the minimum wage calculation.  
The minimum wage policy is considered a radical change by business operators 
and according to Maroofi and Nazaripour (2012), the change could influence business 
decision making and performance, which are evident in a two-phase study conducted by 
the Malaysian Association of Hotels (MAH) (2013a, 2013b). The MAH (2013a, 2013b) 
found that hotel operators reported that their labor costs increased (between 29% to 40%) 
as did their operational costs since the minimum wage policy took effect in 2013. The 
increase in costs is primarily due to the nature of the hotel industry, it is labor-intensive 
and highly dependent on non-Malaysian employees (Mahyut, 2013; Yuen, 2013). With 
consent from policymakers, the MAH (2013a, 2013b) introduced four wage models, 
which further caused mixed reaction among hotel employers and employees. These four 
wage models are as follows: (a) clean wage (service charge converted to base salary of 
RM1,000), (b) fully top-up from service point (using a portion of service charge to make 
up the RM1,000), (c) partially top-up from service point (hotel makes up the difference 
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between the original base pay and new base pay after implementation of minimum wage, 
out of revenue and also uses a portion of service charge to make up the RM1,000), and 
(d) top-up by hotel (hotel fully makes up the difference between the original base pay and 
new base pay after implementation of minimum wage, out of revenue excluding service 
charges) (MAH, 2013a, 2013b; N. Ariffin, personal communication, December 30th, 
2014).  
Studies by the MAH (2013b) reported that most hotel operators preferred to adopt 
partially top-up from service point and clean wage models. Additionally, the MAH 
(2013a, 2013b) highlighted that employees are not happy with their total take home pay 
since the minimum wage policy took effect. Therefore, empirical research examining 
how the compensation system designed by the hotel operators has impacted hotel 
employees’ work behaviors is fundamental in understanding the impact of the national 
minimum wage policy implementation. 
Statement of the Problem 
 
The services sector in Malaysia contributed RM375.3 billion (USD89.16 billion) 
in revenue to the country in the first quarter of 2017 (Department of Statistics Malaysia, 
2017a). Food and beverages and lodging subsectors contributed to the largest percentages 
of employees working in the services sector; total salaries and wages paid increased from 
RM22.3 billion (USD5.28 billion) in the third quarter of 2016 (Department of Statistics 
Malaysia, 2016b) to RM23.2 billion (USD5.28 billion) in the second quarter of 2017 
(Department of Statistics Malaysia, 2017a). The standard minimum wage is a major 
concern in the hotel industry because historically, employees’ earnings were comprised 
of a low base salary and service charges collected from hotel customers (Affandi, 2013). 
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With the seasonal nature of the hotel business, most hotel operators are concerned that 
their businesses will suffer, especially during low season. When the hotel monthly service 
charge (how much the hotel earns from the service charge collected from their customers 
and divided among all employees) is low as a result of low occupancy, hotel operators 
have to make up the difference to meet the minimum wage level, thereby increasing their 
operational costs (MAH, 2013a, 2013b; Mohd Suhaili, 2012). Currently, newly hired 
employees receive the same base level salaries as senior employees, even though those 
seniors have worked for longer periods of time to reach that base level. Therefore, hotel 
operators are concerned that a minimal difference in salaries between senior and new 
employees may demotivate senior employees, as they might feel unfairly treated by 
management (MAH, 2013b; Mohd Suhaili, 2012). Having this point in mind, it appears 
crucial to examine the impact of the minimum wage policy from employees’ 
perspectives. 
Moreover, hotel operators are questioning their ability to sustain businesses while 
complying with the new order under the minimum wage policy. Yuen (2013) found that 
the readiness of small and medium size companies to execute the policy was low as they 
are were reliant on low wage laborers, compared to large size companies. Initially there 
were some concerns particularly among those companies that were not ready for the 
minimum wage policy (e.g., the new entrants). These companies were concerned about 
the increase in salaries as it would potentially increase their operational costs. Rationally, 
new companies should be given more flexibility in implementing the policy, or else they 
cannot survive industry competition due to negative financial impacts (MAH, 2013a, 
2013b). When companies are continuously struggling with high expenses, it may force 
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them to reduce the number of employees and/or close-down (e.g., Brown & Crossman, 
2000; Senasi & Khalil, 2015), thus potentially contributing to the unemployment rate for 
the country (e.g., Elangkovan, 2012). Although previous researchers found no or minimal 
effect of the minimum wage policy on unemployment rate (e.g., Addison, Blackburn, & 
Cotti, 2009, 2013), statistics analyzing the labor force in Malaysia (Department of 
Statistics Malaysia, 2016a) recorded an increase in unemployment rate of 0.4% (3.5% in 
October 2016 compared to 3.1% in 2015) (Department of Statistics Malaysia, 2015). The 
unemployment rate before the minimum wage policy was at 3.0% in 2012 (Department 
of Statistics Malaysia, 2016c). More recent unemployment data indicate the employment 
rate remains higher than that prior to the minimum wage policy (e.g., the unemployment 
rate in June 2017 was 3.4%) (Department of Statistics Malaysia, 2017b). 
Based on the preceding paragraphs, clearly the minimum wage policy 
implementation in Malaysia has impacted hotel businesses and hotel employees. Since 
the introduction of the national minimum wage policy by the Malaysian government, 
many Malaysian researchers have contributed their knowledge and expertise by 
conducting studies examining the minimum wage policy from multiple perspectives. 
However, most researchers focused on the impact the minimum wage policy 
implementation had on business performance (e.g., Lee & Yuen, 2015; Yuen, 2013). 
Limited studies have looked at the hotel industry (e.g., Ahmad, Scott, & Abdul-Rahman, 
2016), particularly examining the impact of the minimum wage policy on hotel 
employees (e.g., Joo-Ee, 2016). As mentioned earlier, minimum wage is a base salary, 
which is also an integral part of cash compensation that makes up a total compensation 
system (Milkovich & Newman, 2005). With that being said, the introduction of the 
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minimum wage policy could potentially change the compensation system of an 
organization. An abundance of literature exists examining the impact of compensation on 
employee work behaviors (e.g., motivation, work engagement) (e.g., Cruz, Lopez-
Guzman, & Canizares, 2014; Jung & Yoon, 2015; Li, Sanders, & Frenkel, 2012). Also, 
considering that employee compensation contributes to the largest expense in any 
organization (e.g., Davidson, Timo, & Wang, 2010), the minimum wage policy 
implementation could potentially lead to a domino effect. For example, hotel operators 
may have to use a portion of the service charge to meet the minimum wage level and 
thereby increase product pricing in order to sustain their businesses (MAH 2013a, 
2013b).   
Previous studies on minimum wage policies in some developed and developing 
countries found mixed results in terms of unemployment rates (e.g., Card, 1992; Card & 
Krueger, 1994; Lathapipat & Poggi, 2016; Metcalf, 2007). Additionally, most researchers 
investigated the impact of minimum wage policies looking from a business operator’s 
point of view (e.g., Arrowsmith, Gilman, Edwards, & Ram, 2003; Brown & Crossman, 
2000; Croes & Tesone, 2007; Lee & Yuen, 2015; Mason, Carter, & Tagg, 2006; Riley & 
Bondibene, 2015) while limited studies are found examining the impact from an 
employee’s point of view (e.g., Joo-Ee, 2016; Su, Heong, & Leung, 2014). By examining 
the gaps that exist in current literature, it is clear that there is a need to evaluate the 
impact of implementing the national minimum wage policy from the employees’ 
perspectives.  
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Purpose and Objectives of the Study 
 
This study investigated the impact that the national minimum wage policy has had 
on employees. Specifically, the objectives of this study were to: 
(1) identify if there is a relationship between employee perception of the minimum wage 
policy and employee satisfaction with compensation; 
(2) examine the relationships between employee satisfaction with compensation and 
employee work behaviors (i.e., work motivation, work engagement, job satisfaction, 
turnover intention);  
(3) investigate the mediation effect of employee work motivation on employee 
satisfaction with compensation and employee job satisfaction;  
(4) investigate the mediation effect of employee work engagement on employee 
satisfaction with compensation and employee turnover intention; 
(5) analyze the overall impact of minimum wage implementation on employee work 
behaviors and employee perceived quality of life.  
Research Questions 
 
The research questions for this study were as follows: 
(1) What is the relationship between employee perception of the minimum wage policy 
and employee satisfaction with compensation? 
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(2) What are the relationships between employee satisfaction with compensation and 
employee work behaviors (i.e., work motivation, work engagement, job satisfaction, 
turnover intention)?   
(3) To what extent does employee work motivation mediate the relationship between 
employee satisfaction with compensation and employee job satisfaction?  
(4) To what extent does employee work engagement mediate the relationship between 
employee satisfaction with compensation and employee turnover intention? 
(5) What is the overall impact of minimum wage implementation on employee work 
behaviors and employee perceived quality of life? 
Significance of the Study 
 
 Implementation of the national minimum wage policy by the Malaysian 
government has impacted Malaysian hotel employees. Hence, findings from this study 
are both practically and theoretically significant.  
 From a practical standpoint, the Malaysian government could use the findings to 
improve minimum wage policy implementation throughout the country by setting 
adequate minimum wage rates that are comparable to the current cost of living. 
Additionally, findings could help the Malaysian government ensure that they have 
accomplished two out of the four objectives of minimum wage policy specifically 
targeting employees, these are: (a) meeting the basic needs of employees and their 
families, and (b) providing adequate social protection to employees 
(http://minimumwages.mohr.gov.my). Additionally, the findings will inform the 
Malaysian government as to what extent the minimum wage policy implementation has 
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improved employees’ standard of living. Findings from this study could also help hotel 
operators understand how employee satisfaction with compensation impacts employee 
behaviors at work. Most importantly, findings could help hotel operators evaluate their 
current wage models or compensation systems and make more informed decisions when 
designing a compensation system that fits their organizations.    
 From the theoretical standpoint, this study is one of the first works to investigate 
the impact of the national minimum wage policy implementation on hotel employees in 
Malaysia. Although some researchers have conducted studies examining the minimum 
wage policy in Malaysia from multiple perspectives (e.g., Lee & Yuen, 2015; MAH, 
2013a, 2013b; Senasi & Khalil, 2015; Yuen, 2013), most of them focused more on the 
impact of minimum wage policy implementation from employers’ viewpoints. Therefore, 
this study is fundamental as it evaluates the impact of minimum wage policy on 
employees’ work behaviors such as work motivation, work engagement, job satisfaction, 
turnover intention, and quality of life. The originality of this study could contribute to the 
existing literature in minimum wage policies enacted in developing countries as well as 
in hospitality human resource-related studies.  
Definition of Terms 
 
Compensation: is defined as “money awarded to a person to compensate that person for 
his/her time, effort, abilities, knowledge, experience, and skills provided to an employer” 
(Biswas, 2013, p.25). 
Compensation system: is used by employers to reward their employees in exchange for 
labor. A total compensation system includes monetary (e.g., base salary) and non-
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monetary (e.g., good co-workers) rewards (e.g., Gagne & Forest, 2008; Milkovich & 
Newman, 2005).  
Employee job satisfaction: is the extent to which an employee likes or feel contented 
with his/her job. Based on Herzberg’s two factor theory, there are two factors that can 
satisfy and dissatisfy employee. Motivation factors (e.g., recognition) lead to job 
satisfaction (e.g., greater recognition leads to greater satisfaction) while hygiene factors 
(e.g., salary) have a great influence on job dissatisfaction (e.g., poor work condition leads 
to greater dissatisfaction) (Herzberg, Mausner, & Snyderman, 1964). 
Employee motivation: can be divided into intrinsic (behavior driven by internal rewards 
such as work morale) and extrinsic (behavior driven by external rewards such as a 
monetary bonus). Intrinsic motivation refers to activity that a person does for their own 
sake because the person finds the activity interesting and satisfying to them, while 
extrinsic motivation refers to activity that a person does for a reason, such as receiving 
rewards (Gagne & Forest, 2008). 
Employee turnover intention: is whether an employee plans to leave their current 
employer (e.g., Lacity & Iyer, 2008).  
Five-star hotel: is the highest rating hotel type that offers more upscale products and 
personalized services in all six criteria (see terminology “Hotel star ratings”). The 
minimum room rates start at RM380 (about USD90) (excluding taxes/service charges) 
and the bedroom size must be at least 36 square meters (or 387.5 square foot). A five-star 
hotel should offer local and international food, 24-hour room service, and have at least 
one foodservice outlet operating a minimum of 18 hours. Other additional products and 
11 
 
 
 
services offered include: limousine service, beauty salon within the hotel radius, and 
recreational facilities (outdoor and indoor). Operational and managerial employees 
should be proficient in English and other languages (MAH, 2013c). 
Four-star hotel: is the second highest rating hotel type that offers mid- to upscale 
products and services in all six criteria (see terminology “Hotel star ratings”). The 
minimum room rate starts at RM250 (about USD59) (excluding taxes/service charges) 
and the bedroom size must be at least 28 square meters (or 301.4 square foot). A four-star 
hotel should have restaurants that offer local and international food. Operational and 
managerial employees should be proficient in English and other languages (MAH, 
2013c).  
Hotel star ratings: are used in Malaysia (and in other places as well) to categorize hotels 
based on the six criteria stipulated by the Ministry of Tourism and Culture Malaysia (i.e., 
qualitative and aesthetic requirement, common areas, bedroom requirement, services, 
safety and standard hygiene, and staff). Hotels are classified as one-, two-, three-, four-, 
or five-star. The hotel star rating is based on the level of products and services offered. 
For example, the products (e.g., rooms) and services (e.g., food and beverage service) 
offered by five-star hotels are more exclusive and luxurious compared to one-star hotels 
(MAH, 2013c).  
MAH wage models: are the four wage models introduced by the MAH (2013a, 2013b), 
which include: (a) clean wage (service charge converted to base salary of RM1,000), (b) 
fully top-up from service point (using a portion of service charge to make up the 
RM1,000), (c) partially top-up from service point (hotel makes up the difference between 
the original base pay and new base pay after implementation of minimum wage, out of 
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revenue and also using a portion of service charge to make up the RM1,000), and (d) top-
up by hotel (hotel fully makes up the difference between the original base pay and new 
base pay after implementation of minimum wage, out of revenue excluding service 
charges) (N. Ariffin, personal communication, December 30, 2014). 
Minimum wage: is a base wage, excluding overtime, existing allowances (e.g., 
accommodations, transportation, or meals), and other benefits (e.g., healthcare insurance 
or retirement) (NWCC, 2012). Usually, the minimum wage is set by the government. 
Quality of Life: is about the well-being of an individual (or employee) and is measured 
through employee satisfaction of their financial condition and family needs (e.g., 
adequate wages, adequate family time) (e.g., Sirgy, Efraty, Siegel, & Lee, 2001). 
Service charge: is an additional fee added to a customer’s bill in exchange for the 
product and service provided. Each month, the hotel management will calculate the 
service charges collected from their customers and divide it among all employees based 
on the employee’s service point. 
Service point: is used as part of the compensation system to categorize employees in an 
organization. It varies based on the position of an employee, how long they have been at 
the organization, and how long they have been working in the hotel industry. For 
example, a hotel may award a service point of 0.5 to a new employee and after three 
months of probationary period (or confirming their position), the hotel will increase the 
employee’s service point to 1.0. The service point could range from 0.5 to 4 points and 
may vary for every hotel. Some hotels with labor union will set the service point based on 
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their collective agreements and some higher star-rating hotels will give higher service 
points to their employees compared to the lower star-rating hotels.   
Three-star hotel: is the mid rated hotel type that offers lower to mid-scale products and 
services in all the six criteria (see terminology “Hotel star rating”). No minimum room 
rate is set for this hotel; however, the bedroom size should be at least 18 square meters 
(or 193.8 square foot) (MAH, 2013c). 
Work engagement: is defined as “a positive, fulfilling work-related state of mind that is 
characterized by vigor, dedication, and absorption” (Schaufeli, Bakker, & Salanova, 
2006, p.702).  
Assumptions 
 
The following assumptions were made for this study: 
(1) Hotel operators were following the minimum wage policy as per the Minimum Wages 
Order 2016. 
(2) Hotel operators had implemented and communicated their wage model to all 
employees. 
(3) Employees (or participants) had adequate industry experience to respond accurately to 
the questions.  
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Dissertation Organization 
 
 This dissertation uses the alternate format and consists of seven chapters. Chapter 
two presents the review of literature while chapter three provides the research 
methodology. Chapter four is a journal article prepared for submission to the Journal of 
Human Resources in Hospitality and Tourism. Chapter five is a journal article prepared 
for submission to the International Journal of Contemporary Hospitality Management. 
Chapter six is a manuscript to be submitted to the International Journal of Hospitality 
Management. The writing and referencing style of articles in chapters four, five, and six 
correspond to the journals requirements. For all the three journals, the primary researcher 
was involved in all the research stages including: idea conception and development, data 
collection, data analysis, and manuscript writing. Dr. Arendt served as major professor 
and contributed at every phase of the research process including manuscript preparation. 
Dr. Russell served as statistical expert and assisted primarily with data analysis. The final 
chapter, chapter seven, presents general conclusions of the study. Reference lists are 
provided at the end of each chapter. 
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CHAPTER 2: REVIEW OF LITERATURE 
 
Introduction 
This chapter presents five main sections for the literature review supporting the 
current study. The first section describes an overview of compensation systems in terms 
of definitions and components of a total compensation system. The second section 
presents the literature about the impact of a compensation on employees. Recognizing 
minimum wage may be instrumental to any compensation system, the third section 
explains the implementation of a minimum wage policy by some developed and 
developing countries including Malaysia. Here, the minimum wage implementation, 
particularly in the Malaysian hotel industry, is critically discussed. The fourth section 
presents the impact of minimum wage policy implementation in Malaysia on companies 
and employees. The fifth section focuses on challenges and opportunities faced by 
business operators given minimum wage implementation. 
Overview of Compensation Systems 
Definition 
 Milkovich and Newman (2005) looked at compensation from four different 
perspectives; they believe that how people behave at work is influenced by how they 
view compensation. For example, society might perceive compensation as a measure of 
justice, managers might perceive compensation as a crucial factor that influences 
employee behaviors and organizational performance, while employees might perceive 
compensation as the key indicator of financial security and social wellbeing. According 
to Milkovich and Newman (2005), compensation is defined as “all forms of financial 
21 
 
 
 
returns and tangible services and benefits employees receive as part of an employment 
relationship” (p.6).  
A more specific definition of compensation was later provided by Biswas (2013). 
Biswas defined compensation as “money awarded to a person to compensate that person 
for his/her time, effort, abilities, knowledge, experience, and skills provided to an 
employer” (p.25). In other words, employees are entitled to both monetary (financial) and 
non-monetary (non-financial) compensation in return for their contributions to the 
organization. Adams’s equity theory of compensation (1963) explains that employees 
continuously evaluate and monitor the exchange relationship with their employers. 
Exchange relationship means the monetary (e.g., wages) and non-monetary (e.g., 
retirement benefit) values that employees earn in exchange for labor. Typically, the terms 
compensation and benefit are paired together and are sometimes used interchangeably 
with the term, total rewards system (Biswas, 2013).  
Total compensation (or total rewards) system 
 A compensation (or rewards) system is used by employers to reward their 
employees in exchange for labor. Some employers prefer using the matching strategy 
(pay at comparable rates with other competitors) when structuring their compensation 
systems while other employers may prefer using the lead strategy (pay higher than their 
competitors) or the lag strategy (pay lower than the competitors). Sturman and McCabe 
(2008) studied the impact of different compensation strategies (i.e., lag, match, lead) for a 
new restaurant and found that an ideal approach was to lead the market, as it would 
potentially produce greater outcomes. Nonetheless, the authors concluded that there are 
several factors influencing compensation strategy (e.g., business segment, amount of 
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capital); and business owners should better understand the bigger picture of the business 
prior to setting compensation structures. A study done by Torres and Adler (2012) 
examined the pattern of decision making on compensation systems among hotel 
executives in the United States. Based on three strategies (i.e., lag, match, lead), most of 
the participants (n = 11 out of 13) preferred to use the matching strategy for non-exempt 
employees. 
Whether an ideal compensation system should be based on the leading or the 
matching strategy, Milkovich and Newman (2005) explained that cash compensation 
(e.g., base salary, short-term incentives) and benefits (e.g., allowances, income 
protection) are the two main components that make up a total compensation system. The 
total compensation system includes monetary (e.g., base salary, incentives) and non-
monetary (e.g., fringe benefits, insurance, good co-workers) rewards (e.g., Gagne & 
Forest, 2008; Milkovich & Newman, 2005). Several researchers highlighted that 
employee compensation is among the largest expense item for any organization (e.g., 
Biswas, 2013; Davidson, Timo, & Wang, 2010; MAH, 2013a, 2013b). The compensation 
system represents the choices made by employers, hence an effective compensation 
system will ultimately benefit both parties (i.e., employers and employees). The situation 
might be detrimental if employers made poor decisions when designing the compensation 
system. A poor decision could impact employee work behaviors; this will be discussed 
thoroughly in the next sections.  
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Figure 2.1. Total returns for work (Milkovich & Newman, 2005, p.7). 
Impact of Compensation on Employees 
Although some researchers have examined the impact of compensation systems 
on hotel performance (e.g., Lee & Kim, 2009; Namasivayam, Miao, & Zhao, 2007), this 
review of literature will focus on the impact of compensation on employees. Employers’ 
decisions about compensation systems could impact their employees in positive or 
negative ways. A positive impact will likely benefit the employers and employees while a 
negative impact might be very costly for companies (e.g., cost to replace a new employee 
is higher than the cost to retain an existing employee). Therefore, it is crucial for 
employers to examine the effectiveness of compensation systems from multiple 
perspectives.  
Referring to Adams’s equity theory of compensation (1963), a pay equity 
condition is achieved when the compensation received by employees is comparable to the 
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value of the labor performed. Rationally, it is fair for a tenured employee to earn more 
than a newly-hired employee (for the same job position), as employees who have worked 
longer normally earn more than new employees. A two-phase study conducted by the 
Malaysian Association of Hotels (MAH, 2013a, 2013b) revealed that senior employees 
feel inequitably treated by their employers when newly-hired employees received the 
same base pay as the seniors as a result of compensation systems designed by their 
employers. Hence, employers should be transparent when communicating about 
compensation systems to employees, because employees might not be aware of the 
current compensation systems used by their employers. It is important to note that 
employee awareness of compensation systems could influence employee behavior at 
work (e.g., Gagne & Forest, 2008; Joo-Ee, 2016; MAH, 2013a, 2013b). Abundant 
research is found examining the impact of compensation on employee work behavior 
including: (a) work motivation (e.g., Cruz, Lopez-Guzman, & Canizares, 2014; 
Ghazanfar, Chuanmin, Khan, & Bashir, 2011; Negash, Zewude, & Megersa, 2014), (b) 
work engagement (e.g., Babakus, Yavas, & Karatepe, 2017; Jung & Yoon, 2015), (c) job 
satisfaction (e.g., Cruz et al., 2014; Jung & Yoon, 2015; Gu & Siu, 2009), (d) turnover 
intention (e.g., Davidson et al., 2010; Moncarz, Zhao, & Kay, 2009), (e) retention (e.g., 
Milman, 2003), and (f) productivity (e.g., Burke & Hsieh, 2006; Karatepe, 2013; Morcarz 
et al., 2009). However, this study focused on the first four listed employee work 
behaviors as they are pertinent to this study. 
 
 
25 
 
 
 
Compensation and Employee Motivation 
Employee motivation 
There are two motivational theories that are commonly used by researchers: (a) 
expectancy theory and (b) self-determination theory. Vroom (1964) defined the 
expectancy theory as “a momentary belief concerning the likelihood that a particular act 
will be followed by a particular outcome” (p.17). Vroom emphasized that employees will 
perform when they are motivated. He believes that (motivated) behavior is voluntarily 
showed by an individual on their job, and employees tend to behave in a way that can 
maximize certain types of positive outcomes (e.g., rewards) and minimize negative 
outcomes (e.g., punishments). For instance, an employer said that he will offer an 
additional bonus of USD200 to employees if they able to score at least 95% for their 
yearly performance appraisal report. Applying the expectancy theory, which is based on 
an action-outcome relationship (i.e., the act will be or will not be followed by the 
outcome), employees who aim for the USD200 reward will work hard to ensure they 
achieve at least 95% while employees who did not aim for the reward will work as usual. 
Based on the choices that an employee makes, he/she will accept the outcomes (i.e., 
receive reward or not). However, Lewin (1935) argued that peoples’ behaviors depend on 
the event that existed at that particular time, which means the behavior will be 
determined by the event that has occurred. For instance, an employer offers an additional 
bonus of USD200 to employees who score at least 95% on their yearly performance 
appraisal report. Such an example would demotivate employees with performance scores 
close to 95% to continue being productive at work.  
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Additionally, Vroom (1964) highlighted that an individual’s previous experience 
could influence their future behavioral responses. Positive events such as an increase in 
salary or being promoted by the manager will boost employee positive behavioral 
responses (e.g., more productive) while negative events such as a restaurant manager 
reprimanding a server in front of customers for giving the wrong food to a customer 
could potentially lead to decreased productivity. Therefore, it would seem reasonable that 
factors that motivate each individual employee might vary depending on their previous 
experiences and the type of event that occurred at that time. In addition to that, DuBrin 
(2012) utilized Vroom’s expectancy theory and outlined four conditions that must occur 
for motivated behavior to happen. Expectancy is the first condition when an individual 
believes effort will lead to favorable performance. Instrumentality is the second condition 
when an individual believes performance will lead to favorable outcome. The third 
condition, valence is strong when outcome or reward satisfied an important need which 
leads to the fourth condition when the need satisfaction is adequately strong to make 
effort seem valuable. 
 Using Vroom’s (1964) expectancy theory of motivation, Chiang and Jang (2008) 
tested the model with five components (i.e., expectancy, extrinsic instrumentality, 
intrinsic instrumentality, extrinsic valence, intrinsic valence) using 289 hotel employees 
in the United States. More than 70% (n = 203) of the respondents were females and many 
respondents were between 21 to 30 years old (37.7%, n = 109). Using a seven-point 
Likert-type scale (1= strongly disagree to 7 = strongly agree), the authors found that 
intrinsic motivation (e.g., “feelings of accomplishment” with the highest mean score of 
6.20) is more influential than extrinsic motivation (e.g., “getting monetary bonuses” with 
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the lowest mean score of 4.29); hence, the authors emphasized that focusing on intrinsic 
factors (e.g., employee recognition) can better motivate employees. Several other 
researchers utilized expectancy theory as a predictor of work motivation (e.g., Chiang, 
Jang, Canter, & Prince, 2008; Ghazanfar et al., 2011; Reinharth & Wahba, 1975).  
Because more recent studies use the self-determination theory (SDT) to study 
employee work motivation (e.g, Broeck, Ferris, Chang, & Rosen, 2016; Gagne et al., 
2010; Ryan & Deci, 2000; Sheldon et al., 2003) and that theory seems to be relevant to 
the current study, the primary researcher will be using SDT as a foundation to study how 
compensation impacts employee work motivation (e.g., Gagne et al., 2015; Gagne et al., 
2010). The SDT, developed by Deci and Ryan (1985), differentiates autonomous (e.g., 
intrinsic) motivation and controlled (e.g., extrinsic) motivation (Gagne & Deci, 2005). 
According to Gagne and Deci (2005), “autonomy involves acting with a sense of volition 
and having the experience of choice while being controlled involves acting with a sense 
of pressure, a sense of having to engage in the actions” (pp.333-334).  
 Using a bilingual type of questionnaire (i.e., English, French), Gagne et al. 
(2010) sampled 1,644 Canadian employees from different industries (e.g., airlines, 
transportation) and examined their motivation at work, perceived organizational support, 
and satisfaction with work. Different types of respondents participated in this study (e.g., 
pilots, middle manager, students who worked part-time/full-time, security officers). Most 
participants responded to English version (67.8%, n = 1,115) while another 529 (32.2%) 
participants responded to French version. The authors examined the motivation at work 
(i.e., extrinsic motivation such as external regulation, introjection, and identification; 
intrinsic motivation) among different groups of employees working in different 
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industries, using the motivation at work scale (MAWS). The reliability scores ranging 
from 0.69 to 0.89 for English version and from 0.81 to 0.93 for French version. Most men 
(80%, n =1307) participated in the study compared to women (i.e., 20%, n = 337). The 
authors found that all subscales of MAWS are significantly correlated with satisfaction of 
the needs for autonomy (i.e., identified regulation, r = 0.60, p < 0.001; intrinsic 
motivation, r = 0.55, p < 0.001; introjected regulation, r = 0.36, p < 0.001; external 
regulation, r = 0.17, p < 0.01). Three subscales of MAWS were significantly associated 
with perceived organizational support (i.e., identified regulation, r = 0.21, p < 0.001; 
intrinsic motivation, r = 0.20, p < 0.001; introjected regulation, r = 0.12, p < 0.01). 
Additionally, using a four-point Likert-type scale (1= not at all to 4 = moderately), the 
authors compared the mean scores on the MAWS of French employees worked in 
different sectors and found that the highest mean score was recorded for employees 
worked in health or education sector (i.e., intrinsic motivation, M = 3.21) while the 
lowest mean score was recorded for employees worked in sales or service sector (M = 
1.97). Gagne et al. (2010) concluded that intrinsic and extrinsic motivations are 
determined by the extent to which employees can satisfy their needs for autonomy at 
work. 
Impact of compensation on employee motivation 
Numerous researchers found evidence that compensation impacts employee work 
motivation (e.g., Ghazanfar et al., 2011; Igalens & Roussel, 1999; Negash et al., 2014; 
Pratheepkanth, 2011). Negash et al. (2014) sampled 214 academic staff (out of 230 staff; 
response rate of 93%) from different colleges (e.g., college of business and economics, 
college of social science and law) of Jimma University, Ethiopia, to study the role of 
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compensation (i.e., pay, promotion, recognition, working condition, benefits) on 
employee work motivation. The reliability of the instrument ranged from 0.64 to 0.85. 
More men (83.2%, n = 178) participated in the study than women (16.8%, n = 36) and 
most of the participants had worked between one to six years in the university (56.1%, n 
= 120). Using a five-point Likert-type scale (1= strongly disagree to 5 = strongly agree), 
43.5% (n = 93) of the respondents disagreed that the pay they received from the 
university have motivated them (M = 2.22). In addition to that, 42.5% (n = 91) of the 
respondents disagreed that the salary they received was equivalent to the job that they 
performed (M = 2.28). In terms of promotion, 40.7% (n = 87) of the respondents 
disagreed that the promotion program in the university was motivating (M = 2.66) and 
32.2% (n = 69) of the respondents disagreed that the career advancement in the university 
was motivating (M = 2.85). In terms of recognition, 41.1% (n = 88) of the respondents 
disagreed that they were praised regularly for their work (M = 2.58) and were recognized 
for the extra effort that they put in at work (M = 2.65). In terms of working condition, 
39.7% (n = 85) of the respondents disagreed that the working environment was attractive 
(M = 2.93). In terms of employee benefit, 45.3% (n = 97) of the respondents disagreed 
that the benefit packages were motivating (M = 2.70) and 41.6% (n = 89) of the 
respondents disagreed that they understood the benefit packages offered by the university 
(M = 2.19). Based on a ranking scale (from 1 = the most preferred to 5 = the least 
preferred), 39.7% (n = 85) of the respondents ranked pay as the most preferred and 35% 
(n = 75) of the respondents ranked recognition as the most preferred motivational factor. 
In contrast, 36.9% of the respondents ranked benefits as the least preferred. The authors 
found that all compensation components were significantly correlated with employee 
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work motivation (i.e., recognition, r = 0.782; working condition, r = 0.273; pay, r = 
0.165; promotion, r = 0.150; p < 0.05). Furthermore, the regression analysis revealed that 
63.2% of employee work motivation could be explained by pay, promotion, recognition, 
work conditions, and benefit. Recognition was strongly associated with employee work 
motivation (β = 0.782), followed by benefits (β = 0.273), pay (β = 0.165), and promotion 
(β = 0.150). Based on these results, clearly compensation significantly impacted 
employee work motivation. 
Ghazanfar et al. (2011) studied the impact of compensation on work motivation 
among 60 employees who worked in the cellular phone industry in Pakistan. Using a 
five-point Likert-type scale (1 = strongly disagree to 5 = strongly agree), the authors 
found that only 35% (n =13) of the respondents were highly satisfied with their 
compensation and also felt highly motivated at work. More than 60% of the respondents 
who were highly satisfied with their compensation felt less motivated at work (64.9%, n 
= 24) and only a small percentage of the respondents who were less satisfied with their 
compensation felt highly motivated to work (8.7%, n = 15). More importantly, the 
authors reported that most respondents were less satisfied with their compensation and 
also felt less motivated to work (91.3%, n = 45). Although Chiang and Jang (2008) 
recommended the use of intrinsic motivation to effectively motivate employees, 
employee lack of satisfaction with their compensation also somewhat influenced their 
motivation to work (e.g., Ghazanfar et al., 2011; Islam & Ismail, 2008). 
A recent study by Putra, Cho, and Liu (2017) investigated employees’ extrinsic 
(monetary rewards such as salary) and intrinsic (non-monetary rewards such as 
recognition) motivations on work engagement. Out of 568 surveys distributed to 17 
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participating restaurants in the United States, 148 surveys were returned, and 143 were 
used in the analysis. A response rate of 26% was recorded. The authors measured 
employee work engagement using the Utrecht Work Engagement Scale (UWES) with 
nine items, however, the authors changed the original response option of the UWES to a 
five-point Likert-type scale from 1 (strongly agree) to 5 (strongly disagree). The 
reliability for work engagement scale in this study was 0.88. For employee motivation, 
the authors used job satisfaction survey to measure extrinsic (i.e., promotion and pay) and 
intrinsic (i.e., work and supervision) motivations with a five-point of response scale from 
1 (strongly agree) to 5 (strongly disagree). The reliability for extrinsic motivation was 
0.83 while for intrinsic motivation was 0.82. Based on the demographic profiles of 
respondents, more females (61.5%, n = 88) participated in the survey than males (38.5%, 
n = 55) and the mean age reported was 24 years. The majority of the respondents were 
front-line employees (73%, n =104) and most respondents were part-time employees 
(52.1%, n =75). About the same number of respondents had a high school degree (26.6%, 
n = 38) or some college experience (22.4%, n = 32), while another 32.9% (n = 47) had a 
bachelor’s degree. Most respondents had work experience of less than three years 
(78.3%, n = 112). The result of the measurement model was not fit to the data, hence, the 
authors modified the measurement model, including eliminating some items in order to 
improve the model fit and later tested the modified measurement model (𝑋2 = 108.78, df 
= 86, p > 0.05, CFI = 0.98, RMSEA = 0.04). The respondents’ responses were reasonably 
closed to disagree for most of the study variables (i.e., extrinsic motivation, M = 3.09, SD 
= 0.78; vigor, M = 3.41, SD = 0.85; dedication, M = 3.52, SD = 0.86; absorption, M = 
3.33, SD = 0.80); except for intrinsic motivation, when the total mean score was 3.88 (SD 
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= 0.65), indicated participants slightly disagreed. Furthermore, results of the correlation 
analysis found that extrinsic motivation was significantly associated with intrinsic 
motivation (r = 0.51, p < 0.01). Extrinsic motivation was significantly associated with 
work engagement dimensions (i.e., vigor, r = 0.29; dedication, r = 0.39; absorption, r = 
0.29). Similarly, intrinsic motivation was found to be significantly associated with work 
engagement dimensions (i.e., vigor, r = 0.61; dedication, r = 0.73; absorption, r = 0.47). 
Meanwhile, the associations between each work engagement dimensions were also 
significant (i.e., vigor and dedication, r = 0.64; vigor and absorption, r = 0.68; dedication 
and absorption, r = 0.57). Moreover, the authors tested two causal models (separately for 
extrinsic and intrinsic motivations on work engagement dimensions) and found that the 
path from extrinsic motivation to each work engagement dimension (i.e., vigor, β = 0.98; 
dedication, β = 0.86; absorption, β = 0.91, p < 0.01) as well as the path from intrinsic 
motivation to each work engagement dimension (i.e., vigor, β = 0.94; dedication, β = 
0.93; absorption, β = 0.83, p < 0.01) were significant. When the authors combined both 
extrinsic and intrinsic motivations in a model and tested the causal paths simultaneously, 
all direct paths from intrinsic motivation to work engagement dimension were significant 
(i.e., vigor, β = 0.94; dedication, β = 0.92; absorption, β = 0.82, p < 0.01) while all direct 
paths from extrinsic motivation to work engagement dimensions were no longer 
significant. The authors highlighted the role of intrinsic motivation as a driver of 
employee work engagement and concluded that the presence of extrinsic motivation (e.g., 
monetary reward) did not eliminate employee intrinsic motivation. 
With regards to examining compensation system using motivational theory, 
Gagne and Forest (2008) conceptually discussed compensation systems using the SDT. 
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The authors explained that intrinsic motivation drives a person to do an activity for their 
own sake because the person finds the activity interesting and satisfying to them, while 
extrinsic motivation drives a person to do an activity for a reason, such as receiving 
rewards (Gagne & Forest, 2008). In other words, motivation can be divided into intrinsic 
(behavior driven by internal rewards such as work morale) and extrinsic (behavior driven 
by external rewards such as a monetary bonus).  
In addition to using the expectancy theory and the SDT to study compensation 
and employee work motivation, several studies were found that incorporated Kovach’s 10 
motivational factors model (Kovach, 1987) when examining employees’ motivational 
factors or factors that motivate employees to work (i.e., appreciation for a job well done, 
good wages, good working conditions, job security, opportunity for advancement, 
interesting work, feeling of being in on things, loyalty to employees, tactful discipline, 
sympathetic personal help) (e.g., Breiter, Tesone, Leeuwen, & Rue, 2002; DiPietro, 
Kline, & Nierop, 2014; Islam & Ismail, 2008; Wong, Siu, & Tsang, 1999). Despite the 
fact that several researchers have adopted Kovach’s model in their studies, the ranking 
scale is simplistic (i.e., ranking from 1 = most important to 10 = least important) and a 
limited amount of research critically discusses the reliability and validity of the 
instrument (e.g., Breiter et al., 2002; DiPietro et al., 2014; Islam & Ismail, 2008; Wong et 
al., 1999).  
DiPietro et al. (2014) studied 175 lodging employees’ motivational factors using 
Kovach’s model (ranking from 1 = most important to 10 = least important) and found 
that the top three motivational factors were: (a) appreciation of the job well done, (b) 
good wages, and (c) good working conditions. Another study on employee motivation in 
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Malaysia by Islam and Ismail (2008) found that good wages was ranked first followed by 
good working conditions and promotion (or opportunity for advancement). Islam and 
Ismail (2008) sampled 503 respondents (male 55%, n = 277; female 45%, n = 226) who 
were mostly Malays (72%, n = 362). Most respondents were from service industries 
(87%, n = 427) followed by manufacturing industries (13%, n = 65). Three earlier studies 
done using Kovach’s model had similar results, with service (i.e., hotel) employees 
ranking good wages as the most important factor that motivates them at work (e.g., 
Breiter et al., 2002; Charles & Marshall, 1992; Simon & Enz, 1995). Breiter et al. (2002) 
used Kovach’s model and tested the model using a five-point Likert-type scale (1 = most 
important to 5 = least important) instead of using the original ranking scale and found 
that good wages were the most important motivational factor (M = 1.53) followed by job 
security (M = 1.72) and good working conditions (M = 1.74). However, because the most 
recent study by DiPietro et al. (2014) showed that good wages ranked second most 
important, it is reasonable to say that the current thinking in employee motivation 
research is that intrinsic motivation (e.g., feeling appreciated) appears more important 
than extrinsic motivation (e.g., wages). 
 In addition to measuring lodging employees’ motivational factors, DiPietro et al. 
(2014) examined lodging employees’ level of satisfaction on several job components 
(e.g., hotel location, working shifts, job security, working conditions). Using a seven-
point Likert-type scale (1 = strongly disagree to 7 = strongly agree), the authors found 
that the respondents agreed that they were satisfied with their work accomplishment (M = 
5.92) and hotel location (M = 5.83) while slightly dissatisfied with their pay (M = 3.61). 
Such results indicated that pay or compensation is one of motivational factors influencing 
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job satisfaction among employees. Hence, it is important to discuss how compensation 
systems influence employee job satisfaction. Findings reported by DiPietro et al. (2014) 
also resonate with a study done by Cruz et al. (2014) in terms of how employee 
motivation could influence their job satisfaction level, which will be explained in detail in 
the next section.  
Compensation and Employee Job Satisfaction 
Employee job satisfaction 
Like motivation, job satisfaction is one of the most widely studied variables when 
examining employee work behavior (e.g., Hirschfeld, 2000). The Herzberg, Mausner, and 
Snyderman (1964) two-factor theory distinguishes factors that can satisfy and motivate 
employee from factors that can only prevent dissatisfaction. Motivation factors (e.g., 
recognition, achievement, growth) lead to positive attitudes and job satisfaction (e.g., 
greater recognition leads to greater satisfaction) while hygiene or dissatisfier factors (e.g., 
salary, working conditions, job security) have a great influence on job dissatisfaction 
(e.g., DuBrin, 2012; Herzberg et al., 1964; McPhail et al., 2015). In other words, 
Herzberg et al.’s (1964) theory asserts that improving motivational factors will increase 
(employee) job satisfaction while improving hygiene factors will decrease (employee) job 
dissatisfaction. 
 Building on Herzberg’s theory, McPhail et al. (2015) developed and validated the 
job satisfaction index using hospitality employees in Australia. The authors went through 
a few stages for the instrument validation process (e.g., focus groups with hospitality 
managers, hospitality employees, and hospitality undergraduate students who were also 
working during the data collection period; pilot test via online). Initially, the authors 
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developed 26 items as the outcomes of the focus groups’ discussion. However, the 
authors retained only 15 items after a series of statistical analyses. The questionnaire was 
pilot tested and a response rate of 4.5% was recorded (449 responses out of 1,000 surveys 
distributed). More part-time employees (68%, n = 305) participated in the study as 
compared to full-time employees (32%, n = 144). The majority of the respondents were 
female (72%, n = 323) and most respondents worked for 34.15 hours on average per 
week, earned USD24.85 per hour, and earned USD38,920 per year. The authors divided 
the sample equally into two groups (i.e., sample A = 205 respondents; sample B = 205 
respondents). Through exploratory factor analysis using sample A, the authors extracted 
three job satisfaction factors (e.g., career advancement, control and variety, relationships) 
and items related to pay or compensation (e.g., “I am satisfied with the way my additional 
efforts are rewarded with extra pay or bonuses”) belongs to the first factor (i.e., career 
advancement). Next, the authors used sample B to test the model using confirmatory 
factor analysis and found that the model does fit the data (i.e., CFI = 0.98 which is above 
0.95 for an acceptable model, RMSEA = 0.049 which is below than 0.05 for an 
acceptable model). The reliability of each factor is considerably strong (between 0.80 to 
0.90 for both samples) and a strong reliability is also recorded for the overall job 
satisfaction (i.e., sample A = 0.92; sample B = 0.93). Despite the high reliability scores, 
the replicability of the instrument in other work settings and other countries is 
ambiguous. In addition, only one factor (i.e., control and variety) was significant and 
positively influenced employees’ intention to stay with their current job (β = 0.22, p < 
0.001) while the other two factors (i.e., career advancement, relationships) were not 
significant. 
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 Impact of compensation on employee job satisfaction 
A study of job satisfaction by Cruz et al. (2014) examined how the independent 
variables (i.e., employee wages, type of contract, type of employment, length or service) 
influenced employees’ job satisfaction level. Based on 585 surveys gathered (54% 
response rate) from hotel employees who worked in Spain, the authors reported that more 
than half of the respondent enjoyed their work (62.4%, n = 365) while 17% (n = 100) 
could not find a better job than their current position. Using a five-point Likert-type scale 
(1 = very dissatisfied to 5 = very satisfied), 40.2% (n = 235) of the respondents were 
satisfied with their job, 33.2% (n = 194) were neither dissatisfied nor satisfied, and 18.2% 
(n = 107) were very satisfied with their job. Furthermore, the level of satisfaction among 
employees significantly increased when the percentage of family dependence on their 
wage increased (e.g., M = 3.72, when family depended on more than 75% of employee 
wages), particularly for part-time employees (M = 3.88; full-time, M = 3.58). 
Interestingly, the type of contract (i.e., permanent, temporary) and the years of service 
(from less than 10 years to more than 30 years) did not impact the level of satisfaction. 
Cruz et al. (2014) found that employees’ motivation determined their level of satisfaction, 
noting motivated employees are more committed. The authors concluded that employees 
with higher family dependence tended to be more committed at work and part-time 
employees were highly satisfied because they could have better work-life balance 
compared to full-time employees. Nonetheless, questions regarding measurement of job 
satisfaction exist given the authors did not use a tested scale, but instead relied on 
untested questions (such as asking the respondents the reasons for working in the hotel 
industry), which led to ambiguous responses from the participants (e.g., among the other 
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reasons incorporated were “do not know/do not answer”, “others”). Most importantly, the 
authors reported that the questionnaire was distributed to both the hotel managers and 
non-managerial employees. Nevertheless, it seems that the demographic profiles and the 
analysis results did not distinguish these two different types of respondents.  
 In another study, Gu and Siu (2009) surveyed 892 casino employees in Macao to 
examine how job satisfaction could enhance employee work performance. More than half 
of the respondents were casino dealers (55.4%, n = 494) and the majority of respondents 
had no more than two years of industry experience (56.1%, n = 500). The authors did not 
use an existing job satisfaction scale; instead they developed seven items based on the 
literature to measure employees’ job satisfaction. Using a five-point Likert-type scale (1 
= most unfavorable to 5 = very satisfactory), the authors found that employees’ 
satisfaction towards their salary and benefits (M = 2.992) was at the midpoint of the 
scale. Nonetheless, the authors reported that salary and benefits (β = 0.483, p < 0.001) 
was the most important driver of employee job satisfaction followed by training (β = 
0.148, p < 0.001). Additionally, the authors found that employees were unlikely to quit 
the industry (M = 1.77) and employees’ turnover intention was negatively correlated with 
employees’ overall satisfaction (r = -0.243, p < 0.05), which indicated that high overall 
satisfaction leads to low turnover intention. Such findings about the increase in job 
satisfaction leading to the decrease in turnover intention are also evident in other research 
(e.g., Lacity & Iyer, 2008; Lu, Lu, Gursoy, & Neale, 2016; Mahdi et al., 2012). 
 A recent study by Lu et al. (2016) examined how employees’ work engagement 
predicted their job satisfaction and turnover intentions. The authors found that an increase 
in employees’ work engagement leads to an increase in job satisfaction (i.e., vigor, r = 
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0.36; dedication, r = 0.45; absorption, r = 0.26, p < 0.05). Additionally, the authors found 
that job satisfaction does not differ significantly between managerial and non-managerial 
employees [F (1, 854) = 0.15, p = 0.70 > 0.05]. Using a five-point Likert-type scale (1 = 
strongly disagree to 5 = strongly agree), managerial and non-managerial employees have 
a similar level of job satisfaction (i.e., managerial, M = 3.57; non-managerial, M = 3.55). 
Similar with other studies, Lu et al. (2016) also found an inverse relationship between job 
satisfaction and turnover intentions (r = -0.42, p < 0.05). Additional results about the 
work engagement will be elaborated in the later section. 
 Based on a review of literature on job satisfaction, a limited number of studies 
have been found using an existing job satisfaction scale to measure employee job 
satisfaction. Most researchers created their own job satisfaction scale (e.g., Cruz et al., 
2014). Hancer and George (2003) used the short version of the Minnesota Satisfaction 
Questionnaire (MSQ) to investigate restaurant employees’ job satisfaction. A response 
rate of 50.5% was reported (n = 798) and a high reliability score was recorded for items 
on the MSQ (α = 0.90). Four factors were extracted using principal component analysis 
and the authors renamed these factors as: (a) extrinsic job satisfaction, (b) intrinsic job 
satisfaction, (c) satisfaction from the nature of the job, (d) perceived autonomy. Using a 
five-point Likert-type scale (1 = very dissatisfied to 5 = very satisfied), the respondents 
were satisfied with the security (intrinsic type of job satisfaction) (M = 4.20) and were 
neither dissatisfied nor satisfied with the compensation (extrinsic type of job satisfaction) 
(M = 3.10). Nonetheless, the authors concluded that the intrinsic factor of job satisfaction 
(e.g., security, moral values) received the highest mean scores compared to other factors 
(e.g., career advancement, compensation, working conditions). Although revising the 
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intrinsic and extrinsic subscales in the MSQ could potentially modify the result in terms 
of the job satisfaction components (Hirschfeld, 2000) and number of factors extracted 
(Hancer & George, 2003), Hirschfeld (2000) recommended that researchers use precise 
scales to measure job satisfaction accurately.  
Given this thorough discussion about how researchers studied job satisfaction and 
scales used to measure job satisfaction, the next section will discuss literature on 
employee work engagement. Additionally, the relationship between compensation and 
employee work engagement will be addressed. 
Compensation and Employee Work Engagement 
 
 Employee work engagement 
 
Work engagement (or sometimes researchers used interchangeably with the word 
“job engagement”) has been widely studied by researchers. Some researchers developed 
their own scales, and some used the existing reliable scales to measure work engagement 
(e.g., Utrecht Work Engagement Scale or UWES). The UWES is used in the majority of 
work engagement studies, particularly in the field of hospitality, as it is well-validated 
(e.g., Lu et al., 2016; Jung & Yoon, 2015; Lee & Ok, 2015). Schaufeli and his colleagues 
did extensive research on (work) engagement (e.g., Schaufeli, Bakker, & Salanova, 2006; 
Schaufeli et al., 2002). Rationally, engagement can be considered opposite to burnout and 
employee burnout could potentially lead to employee turnover. Schaufeli et al. (2002) 
defined engagement as “a more persistent and pervasive affective-cognitive state that is 
not focused on any particular object, event, individual, or behavior” (p.465). There are 
three dimensions for measuring work engagement: (a) vigor is when a person is willing to 
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invest their effort with a high level of energy and remain persistent even in a difficult 
situation, (b) dedication is when a person is enthusiastically involved in their work, (c) 
absorption is when a person is fully concentrated on their work and sometimes may find 
it difficult to detach themselves from work (Schaufeli et al., 2002).  
 Originally, Schaufeli et al. (2002) developed 24 items for the scale, which was 
later reduced to 17 items (UWES-17) and tested on university students to examine their 
engagement (i.e., vigor, dedication, absorption), burnout (i.e., exhaustion, cynicism, 
reduced efficacy) and academic performance. The authors sampled 1,661 undergraduate 
students from three different countries (i.e., Spain, Portugal, the Netherlands). Most of 
the participants were female (77%, n = 1,279; male 23%, n = 382). The length of the 
study for students in the Netherlands and Spain was the same (4 years), and for Portugal, 
was five years. Because the original items in the UWES are supposed to measure “work 
or job”, the authors replaced such words with “studies or class” to suit the participants. 
The authors found that engagement was positively related to academic performance (e.g., 
“vigor” for Spain sample was r = 0.23, p < 0.001) while burnout was negatively related 
with academic performance (e.g., “exhaustion” for Spain was r = -0.12, p < 0.01). 
Despite such positive outcomes on engagement and burnout, Schaufeli et al. (2002) 
reported some issues that appeared in the study results (e.g., low reliability scores for 
dimensions like vigor for the Netherlands sample α = 0.65; multicollinearity issues due to 
high intercorrelations between burnout and engagement scales) that merit further 
investigation (e.g., more replication of the UWES). 
 Later, Schaufeli et al. (2006) redefined work engagement as, “a positive, fulfilling 
work-related state of mind that is characterized by vigor, dedication, and absorption” 
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(p.702). The authors used the UWES-17 and tested the scale in 10 different countries 
(i.e., Australia, Belgium, Canada, Finland, France, Germany, the Netherlands, Norway, 
South Africa, Spain) with aims to shorten the UWES-17 (from 17 items to nine items) 
and to examine the relationship between engagement and burnout. A large number of 
participants were recorded (N = 14,521), the majority being males (53.3%, n= 7,621; 
female 46.7%, n = 6,684). Participants came from various occupational groups (e.g., 
teaching 21.4%, n = 3,041; healthcare 18.8%, n = 2,777; police 18.7%, n = 2,650). The 
authors selected three items with the highest beta values to represent each dimension and 
examined the internal consistency of the three items representing the dimension (i.e., 
across all 10 countries; vigor, α = varied from 0.60 to 0.88; dedication, α = varied from 
0.75 to 0.90; absorption, α = varied from 0.66 to 0.86). Additionally, the authors 
examined the correlations of the new shorter version of scale (UWES-9) with the original 
17 items (UWES-17) scale and found strong correlation for almost all 10 countries (e.g., 
r = exceed 0.90 for vigor; exceed 0.95 for dedication; exceed 0.90 for absorption). All in 
all, Schaufeli and his colleagues managed to reduce the scale from 24 items to 17 items 
(Schaufeli et al., 2002) and the latest study reduces the scale to nine items (Schaufeli et 
al., 2006) while maintaining the stability and reliability of the scale, which then will 
simplify the measures for work engagement for the ease of participants. A study by 
Seppala et al. (2009) found that the measures of work engagement in the UWES-9 
provide more consistent results across different occupations (e.g., health care, managers, 
education) than the UWES-17 (i.e., the participants across different countries and 
different occupations interpreted the scale in the same way). The UWES is available in a 
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few different language versions (e.g., Dutch, English, Spanish) 
(http://www.wilmarschaufeli.nl/downloads/test-manuals-2/). 
In another study, DuPlooy and Roodt (2010) examined how work engagement 
and burnout predict turnover intentions. The authors used UWES-17 to measure work 
engagement and found that work engagement (r = -0.581, p < 0.05), burnout (r = 0.564,  
p < 0.05), organizational citizenship behavior (r = -0.108, p < 0.05), and work alienation 
(r = 0.733, p < 0.05) significantly predicted turnover intentions. The inverse relationship 
between work engagement and turnover intentions indicated that higher work 
engagement leads to lower turnover intentions. The UWES was proven reliable in this 
study (vigor α = 0.880, dedication α = 0.911, absorption α = 0.859) and all paths tested 
were significant (i.e., from work engagement to burnout at β = -0.387; from burnout to 
turnover intention at β = 0.527; from work engagement to turnover intention at                
β = -0.637, p < 0.05).  
A later study by Lu et al. (2016) studied how employee positions influenced 
employee work behaviors (i.e., work engagement, job satisfaction, turnover intentions). A 
total of 221 managerial and 638 non-managerial employees working in hotels managed 
by a North American company participated in the study. More females participated in the 
study than males (i.e., line-level: females 74% n = 405; males 73%, n = 221; supervisors: 
females, 26% n = 139; males 27% n = 81) and most of the respondents had worked at the 
hotel for five years or less (i.e., line-level: 80%, n = 457; supervisor: 20%, n = 111). The 
authors measured employee work engagement using the UWES-17; however, the authors 
did not use the original response options developed by Schaufeli et al. (2002) (0 = never 
to 6 = always) and used a five-point Likert-type scale (1 = strongly disagree to                
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5 = strongly agree) instead. Based on the analysis, the authors found that dedication had 
the highest mean score compared to vigor and absorption (i.e., vigor, M = 3.62; 
dedication, M = 3.64; absorption, M = 3.21). These three dimensions were significantly 
associated with job satisfaction (i.e., vigor, r = 0.36; dedication, r = 0.45; absorption,       
r = 0.26, p < 0.05) and turnover intentions (i.e., vigor, r = -0.39; dedication, r = -0.44; 
absorption, r = -0.15, p < 0.05). These results indicated that increases in the three 
dimensions of work engagement leads to increases in job satisfaction and decreases in 
turnover intentions. Furthermore, the authors found that there were significant differences 
in vigor [F (1, 854) = 15.26, p < 0.01], dedication [F (1, 854) = 38.71, p < 0.01], and 
absorption [F (1, 854) = 7.69, p < 0.01] between managerial and non-managerial 
employees. Also, sex influenced each work engagement’s dimension significantly (e.g., 
females were more dedicated that males).  
Even though the UWES is a reliable scale and proven valid to measure work 
engagement, some researchers used a different type of work engagement scale in their 
studies. As work and job are sometimes used interchangeably by researchers (e.g., 
Schaufeli et al., 2002; Jung & Yoon, 2015), Chen, Yen, and Tsai (2014) used a different 
scale for measuring job engagement (18 items proposed by Rich, Lepine, & Crawford, 
2010) with three dimensions (i.e., physical engagement, emotional engagement, cognitive 
engagement) using a five-point Likert-type scale (1 = strongly disagree to 5 = strongly 
agree, a high score indicates high perceived job engagement). Chen et al. (2014) 
investigated the association between job crafting, person-job fit (e.g., job attitudes), and 
job engagement among hotel employees in Taiwan. A response rate of 55% was recorded 
with 246 usable responses used in the analysis. The majority of the respondents were 
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females (64.6%, n = 159; males 35.4%, n = 87) and the largest group of respondents had 
a college degree (47.6%, n = 117) and had worked with the company for fewer than five 
years (42.3%, n = 104). Results revealed that individual crafting (e.g., managers 
encourage an employee to redesign their task) positively correlated with job engagement 
(r = 0.43, p < 0.01) and person-job-fit (r = 0.33, p < 0.01). Similarly, collaborative 
crafting (e.g., an employee with his other colleagues redesign their task collectively) also 
was positively correlated with person-job-fit (r = 0.35, p < 0.01) and job engagement      
(r = 0.31, p < 0.01), whereas person-job-fit was highly correlated with job engagement   
(r = 0.52, p < 0.01). Chen et al. (2014) concluded that job crafting behavior (individual 
and collaborative) reinforced job engagement, while person-job-fit mediates the 
relationship between the two variables.  
Impact of compensation on employee work engagement 
Despite the fact that various work engagement studies use the UWES, a limited 
amount of research is found utilizing the UWES to examine the impact of compensation 
on employee work engagement. Nonetheless, the primary researcher will be adopting the 
UWES as the instrument is well-validated and seems reasonable for the current study. 
Jung and Yoon (2015) investigated the association between South Korean hotel 
employees’ pay satisfaction, job engagement (using five items from the UWES), and job 
withdrawal. A response rate of 63% was recorded (i.e., 314 completed surveys from a 
total of 500 distributed surveys) and 55.1% (n = 173) were males and 44.9% (n = 141) 
were females. Most of the respondents worked at front of the house (42.7%, n = 134) and 
back of the house (40.8%, n = 128). About 30% (n = 92) of the respondents had fewer 
than three years of work experience with their present hotel. Results from the analysis 
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identified that three out of four attributes for employee pay satisfaction significantly 
impacted job engagement (benefits 𝛽 = 0.305, pay level 𝛽 = 0.232, pay structure          
𝛽 = 0.174 but not pay raise 𝛽 = 0.040 due to an insignificant p-value). These findings 
indicate that a company could enhance employee engagement by allowing employees to 
customize their benefit packages (e.g., allowing choices of medical insurance, free 
uniforms, free meals) rather than providing the same generic benefit package to all 
employees. Additionally, all factors influencing employee pay satisfaction affected job 
withdrawal (i.e., pay level 𝛽 = -0.232, pay raise 𝛽 = -0.158, benefits 𝛽 = -0.134, and pay 
structure 𝛽 = -0.333). The authors affirmed that employees do not engage with their job 
(or work) when they were unsatisfied with their salary, and they become more engage 
with their job (or work) when they were satisfied with their salary. Therefore, it seems 
reasonable that hotel operators should show they value their employees by setting a fair 
salary structure with flexible benefits to encourage more work engagement among 
employees.  
 A recent study by Babakus et al. (2017) investigated the moderating effect of 
customer orientation on the relationship between stressors (i.e., challenge, hindrance) and 
high-performance work practices (i.e., training, empowerment, rewards) in predicting 
frontline employees’ work engagement and turnover intentions. Two questionnaires were 
developed and disseminated at two different time-point (i.e., two weeks apart) to frontline 
employees by their supervisors. Each time-point measured different constructs; Time 1: 
high-performance work practices and stressors; Time 2: work engagement and turnover 
intentions. A response rate of 61% was recorded (i.e., 238 completed surveys in Time 1 
from a total of 300 surveys distributed; 183 completed surveys in Time 2 from a total of 
47 
 
 
 
238 surveys distributed to the same participants in Time 1). More males participated in 
the study (64%, n = 117) and the largest age group was between 18 to 27 years old (54%, 
n = 99). The majority of the respondents had a college education (48%, n = 88) and most 
of the respondents had worked at the hotel for at least five years or less (94%, n = 172). 
Using a five-point scale (1 = strongly disagree to 5 = strongly agree), the total mean 
scores reported for all the measured variables were as follows: training (M = 3.03,         
SD = 1.07); empowerment (M = 3.35, SD = 0.90); rewards (M = 3.33, SD = 0.81); 
turnover intentions (M = 2.95, SD = 1.18); and customer orientation (M = 3.97, SD = 
0.84). Using a four-point scale (from 1 = strongly disagree to 4 = strongly agree), the 
total mean score for work engagement was 2.80 (SD = 0.76) and using a five-point scale 
(from 1 = produces no stress to 5 = produces a great deal of stress), the total mean scores 
for challenge stressors was 2.23 (SD = 1.01) and for hindrance stressors was 2.59 (SD = 
0.99). Results from the correlation analysis indicated rewards were positively associated 
with empowerment (r = 0.542, p < 0.01) and negatively associated with turnover 
intentions (r = -0.190, p < 0.05); however, rewards were not significantly associated with 
work engagement (p > 0.05). In other words, an increase in rewards led to an increase in 
empowerment and a decrease in turnover intentions. Although there was no association 
between work engagement and turnover intentions (p > 0.05), empowerment promoted 
employee work engagement (r = 0.215, p < 0.01). Additionally, the moderating role of 
customer orientation was tested and it was confirmed that customer orientation 
strengthens the relationship among the variables in predicting work engagement (i.e., 
challenge stressors, F = 108.52; hindrance stressors, F = 108.32; training, F = 106.44; 
empowerment, F = 112.77, rewards: F = 108.53; p < 0.01) and turnover intentions (i.e., 
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challenge stressors, F = 60.24; hindrance stressors, F = 60.61; training, F = 66.95; 
empowerment, F = 66.87, rewards: F = 95.61; p < 0.01). Hence, the authors concluded 
that customer orientation moderated the effects of training and rewards on work 
engagement as well as moderated the effects of training and empowerment on turnover 
intentions. 
Based on the review of the literature, most studies reviewed used the UWES 
(either the UWES-17 or UWES-9) to measure work engagement; albeit it appears there 
are a limited number of studies done looking at the impact of compensation systems on 
employee work engagement and using the UWES. Nonetheless, various studies showed 
that work engagement is a cornerstone of employee turnover intention (e.g., DuPlooy & 
Roodt, 2010; Lu et al., 2016; Malik & Khalid, 2016) or employee job withdrawal (e.g., 
Jung & Yoon, 2015) as well as employee performance and productivity (e.g., Gruman & 
Saks, 2011; Karatepe, 2013; Li, Sanders, & Frenkel, 2012). Therefore, it is pertinent to 
discuss employee turnover intention as a result of compensation. This will be done in the 
next section. 
Compensation and Employee Turnover Intention 
 
Employee turnover intention 
Employee turnover is very costly for companies (e.g. Davidson et al., 2010; Fitz-
Enz, 2009); hence, it is important to examine the impact of compensation on employee 
turnover intention, as it may contribute to actual turnover. Davidson et al. (2010) 
investigated the actual turnover rates and costs and the impact of turnover on service 
quality and productivity among four- and five-star hotels in Australia. Human resource 
managers working in chain (60.3%, n = 39) or independently owned (36.5%, n = 23) 
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hotels from multiple locations responded to an online survey (i.e., inner city 36.5%, 
suburbs 12.7%, regional towns 27%, regional areas 4.8%, remote/islands 19%). Reported 
findings indicated that the turnover rate among operational employees (i.e., full-time, 
part-time, temporary workers or those who are employed when the need arises) were 
higher than the turnover rate for managerial employees (i.e., 50.7%, n = 4,378 vs. 39.2% 
n = 752). In addition, operational employee turnover was higher in regional/remote hotels 
compared to those in the inner city/suburbs (i.e., 71.9% vs. 33.7%). When analyzing the 
turnover rate based on departments, food and beverage (i.e., 41.5%, n = 2,128) recorded 
the highest turnover rate followed by housekeeping (19.4%, n = 991). In terms of the 
approximate cost, the average cost for replacing an operational employee was USD7,257 
(e.g., advertising for replacement and managerial time spent on recruiting new 
employees). Most money was spent in the areas of managerial time and training of new 
employees (USD2,210 per hotel annually). Most respondents agreed that labor turnover 
had a major impact on hotel productivity (82.6%, n = 53) and service quality (87.6%, n = 
56). The authors concluded that actual turnover rates and costs were higher than what 
they had expected. 
Bothma and Roodt (2013) examined the validity and reliability of a shorter 
version of the turnover intention scale (TIS-6) developed by Roodt (2004) for measuring 
turnover intention. They also wanted to determine how accurate the turnover intention 
scale was in predicting actual turnover behavior. A survey was developed and 
disseminated to three types of employees (i.e., lower-level employees, middle-level 
managers, immediate supervisors) working at an information technology company. The 
participants’ turnover intention was measured and compared after four months and four 
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years from the initial survey distribution. A large number of participants (n = 2,429, 11%) 
particularly men (male = 63.2%, n = 1,536; female = 36.8%, n = 893) participated in the 
survey. The number of respondents leaving the company increased after four months and 
four years after the survey distribution (i.e., 3.5%, n = 84 left after four months; 16.7%,   
n = 405 respondents left after four years). Bothma and Roodt (2013) evaluated the two-
time periods (i.e., four months, four years) using actual turnover data (i.e., leavers vs. 
stayers; 3.5%, n = 84 leavers vs. 3.8%, 88 stayers; 16.7%, n = 405 leavers, vs. 20%, 405 
stayers). When comparing the number of leavers and stayers after four months, Bothma 
and Roodt (2013) found a significant difference between both groups, which supported 
the validity of the TIS-6 scale in predicting actual employee turnover. Similar results 
were found after four years of survey distribution, where there was a significant 
difference between the leavers and stayers in predicting the study variables (e.g., work-
based identity, personal alienation, emotional exhaustion). Findings from the two-time 
frame comparison revealed that the TIS-6 scale is a reliable and valid scale in measuring 
turnover intention and predicting actual employee turnover (α = 0.80 with item loadings 
range from 0.73 to 0.81). Bothma and Roodt (2013) confirmed that the TIS-6 scale is a 
reliable and valid scale for use by researchers in measuring turnover intention and 
predicting actual turnover. Therefore, the primary researcher will be using the TIS-6 scale 
to measure employee turnover intention in this study. 
Jang and George (2012) investigated the associations between polychronicity 
(dealing with two or more activities within the same time-block), job satisfaction, and 
turnover intention among non-supervisory hotel employees in the United States. From a 
total of 1700 surveys distributed, 609 surveys were returned, hence recorded a response 
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rate of 35.8%. Slightly more males (50.9%, n = 310) participated in the survey than 
females (47.3%, n = 288) and more full-time employees (83.4%, n = 508) participated 
compared to part-time employees (15.8%, n = 96). Most of the respondents were older 
than 30 years of age (51.2%, n = 312) and more than half of the respondents have worked 
for more than three years at the current hotel (56.3%, n = 343). Food and beverage 
(27.8%, n = 169) and housekeeping (22.7%, n = 138) departments contributed the highest 
number of participations. Results from the study revealed significant associations 
between the three measured variables (i.e., polychronicity and job satisfaction, r = 0.43,  
p < 0.01; polychronicity and turnover intention, r = -0.22, p < 0.01; job satisfaction and 
turnover intention, r = -0.44, p < 0.01). The measurement and the causal models tested 
provide adequate fits to the data (𝑋2 = 246.24, df = 89, p < 0.001, CFI = 0.963, RMSEA 
= 0.045). Findings on the causal path analysis reported that polychronicity significantly 
cause job satisfaction (β = 0.537, p < 0.01) and turnover intention (β = -0.11, p < 0.01). In 
addition to that, employee job satisfaction significantly causes employee turnover 
intention (β = -0.430, p < 0.01). Recognizing the fact that hotel tasks often require 
employees to switch tasks frequently, the authors noted that an increase in polychronicity 
leads to an increase in job satisfaction and a decrease in turnover intention. 
Impact of compensation on employee turnover intention 
A study on compensation and turnover intention by Moncarz et al. (2009) 
examined the impact of lodging organizational practices (e.g., corporate culture, hiring 
and promotions, training, rewards and compensation) on employee turnover and 
retention. The authors distributed surveys to 24 management companies targeting 
managerial and non-managerial employees and recorded a response rate of 31% (n = 71). 
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Results revealed that “hiring and promotions” influenced both management and non-
management employees’ retention, while “corporate culture and communication” and 
“training” only influenced non-managerial employees’ retention. More importantly, the 
two organizational practices (i.e., “organizational mission, goals, and direction; employee 
recognition, rewards, and compensation) decreased the non-managerial employees’ 
turnover (𝑅2 = 0.115, p < 0.05) but the two organizational practices did not significantly 
relate to employee retention. These results showed that a good compensation system 
could potentially reduce employee turnover intention, which was also supported by a 
study done by Rizqi and Ridwan (2015) when they found that employee turnover 
intention was influenced by employee satisfaction on compensation.  
Recognizing the significant positive and negative impacts of compensation on 
employee work behaviors, employers must set the right level of base pay to assure it is 
adequate for employees and comparable to overall cost of living (e.g., Ling, Yusof, Nik 
Mahmood, & Soon, 2014). More importantly, government and policymakers are charged 
with ensuring that the minimum wage is adequate to provide individuals with the 
economic means to meet their basic living needs. Maslow’s Hierarchy of Needs theory 
developed by Abraham Maslow (1943) specifically addresses the idea that individuals are 
motivated by their needs, from the most basic (e.g., food, shelter) to higher-order needs 
(e.g., self-esteem, self-actualization). Higher-order needs might only become motivating 
once lower-order needs have been met. Therefore, using Maslow’s Hierarchy, setting the 
minimum wage level would be crucial to ensure that individuals have an opportunity to 
satisfy their needs. The following paragraphs present an overview of the minimum wage 
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policies in some developed and developing countries, and later specifically focuses on the 
implementation of a minimum wage policy in Malaysia. 
Minimum Wage Policy 
Minimum wage policy in developed and developing countries 
Numerous developed and developing countries have implemented minimum wage 
policies including Australia, France, Germany, Spain, Sri Lanka, Thailand, United 
Kingdom, and United States. Nonetheless, the minimum wage systems in these countries 
vary in terms of the coverage and effectiveness, due to dissimilarity in socio-economic 
and political situations. Additionally, the minimum wage definition might also be 
different for some countries based on how policymakers view minimum wage. An 
overview of the minimum wage policies in two selected developed (i.e., United States, 
United Kingdom) and developing (i.e., Thailand, Hong Kong) countries will be presented 
in the next paragraphs. 
In the United States, the minimum wage under the Fair Labor Standards Act 
(FLSA) started long before 2009. In 1949, the minimum wage was USD0.75 and after 
many increases, today it stands at USD7.25 per hour; however, each state may vary the 
minimum wage depending on state laws (http://www.dol.gov/whc/minimumwage.htm/). 
Some states have higher minimum wage rates than the federal rate (e.g., Arizona at 
$10.50/hour, Colorado at $10.20/hour, as of February 17th 2018), some states have the 
same minimum wage rate as the federal (e.g., Iowa, Oklahoma, Texas), and some states 
have minimum wage rates lower than the federal rate (e.g., Georgia at $5.15/hour, as of 
February 17th 2018). Although some states do not have a state minimum wage law (e.g., 
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Alabama, South Carolina), the federal minimum wage rate still applies for employees that 
are protected under the FLSA.  
In the United Kingdom, the national minimum wage rates vary depending on the 
age group (i.e., lower rate for employees 18 to 21 years old) (e.g., Manning, 2009). For 
example, all employees who are 25 years or older receive at least 7.20 pounds per hour 
(or USD9.11) while those employees who are less than 18 years old receive at least 4.00 
pounds per hour (or USD5.06) (http://www.minimum-wage.co.uk/). In the early 2000s, 
Brown and Crossman (2000) examined 177 hotel operator strategies to determine how to 
minimize the impact of the national minimum wage in England and Wales. Three types 
of strategies were adapted at that time: (a) cost minimization strategy, (b) quality 
maximization strategy, and (c) ad hoc strategy. The cost minimization strategy helps 
companies to identify the most effective way to deliver goods and services at a lower 
cost, while at the same time maintaining the required level of quality. The quality 
maximization strategy emphasizes the role of a human resource department in helping the 
company perform better through providing comprehensive training, promotion plans and 
other related strategies that can increase employees’ productivity and company 
performance. This ad hoc strategy helps employers deal with uncertainty in the hotel 
business that needs spontaneous actions and solutions on specific issues. Based on the 
three strategies identified, most hotels that participated in the study preferred to adapt the 
cost minimization strategy, some other hotels preferred the quality maximization strategy, 
and a small number of hotels planned to use other strategies (Brown & Crossman, 2000). 
Additionally, Brown and Crossman (2000) found that three-star hotels were most likely 
to implement the cost minimization approach (e.g., 73.8%, n = 130 would not 
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increase/charge staff accommodation and meals; 54.7%, n = 97 would hire more part-
timers; 40.7%, n = 72 would reduce overtime and holiday pay), whereas four-star and 
five-star hotels preferred to implement a quality maximization approach (e.g., 50.3%,      
n = 89 would not hire more old staff; 45.8%, n = 81 would hire better quality staff). Only 
a small number of hotels opted for a more ad hoc approach (e.g., 42.3%, n = 75 may 
increase the price of products or services and cutting profits). A study done by Riley and 
Bondibene (2015) stated that the national minimum wage will continue to increase even 
during recession times, hence companies should increase their labor productivity to offset 
the increase in labor costs.  
In Thailand, the minimum wage is defined as “the payment sufficient for a skill-
needed worker to make a living in the current social and economic condition and to have 
a living standard that is appropriate with the capability of businesses in that locality” 
(Lathapipat & Poggi, 2016, pp.3). Historically, the minimum wage rates varied based on 
the economic activity in certain geographical locations and social classifications (e.g., 
zone 1 for employment in Bangkok and Phuket, zone 2 for employment in Chiangmai, 
zone 3 for employment in the remaining areas). Starting January 2013, the government 
changed from multiple wage rates to a single statutory minimum wage rate of 300Baht 
per day (or USD8.42) throughout the country (Lathapipat & Poggi, 2016). Del Carpio, 
Messina, and Sanz-de-Galdeano (2014) studied the impact of the minimum wage on the 
Thai labor market between 1998 and 2010. In their sample of 5,406,775 employees, more 
than half of female (50.3%) and male (66.5%) employees earned more than the minimum 
wage rate (5% more than the minimum wage). Nonetheless, 26% of female employees 
earned below the minimum wage (5% lower than the minimum wage) compared to only 
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18% of male employees. More importantly, 47.1% employees who worked in hotels and 
restaurants were paid more than the minimum wage, 15.2% were paid at the same rate as 
the minimum wage while another 37.7% were paid below than the minimum wage. Del 
Carpio et al. (2014) also found that 28% of the larger sized companies (more than 200 
employees) paid the minimum wage rate and 66.7% of the larger sized companies paid 
above the minimum wage rate. Meanwhile, 32% of the smaller size companies (less than 
10 employees) paid below the minimum wage. Additionally, the minimum wage policy 
implementation slightly influenced the unemployment rate (i.e., the probability of 
working declined by 0.5%). Del Carpio et al. (2014) found that the new minimum wage 
policy has increased the inequality between sex (i.e., male employees received higher 
wages than female employees) and slightly increased the unemployment rates among 
female, older, and less-educated employees. A study by Lathapipat and Poggi (2016) 
found positive effects of the new minimum wage on the employment rates and the wage 
distribution among employees.  
 In Hong Kong, the statutory minimum wage policy of HKD30 per hour 
(equivalent to USD3.87) was implemented on May 1st, 2013. Using a seven-point Likert-
type scale (1 = strongly disagree to 7 = strongly agree), a study done by Su, Heo, and 
Leung (2014) found that although 98% of the participants (n = 157) were aware of Hong 
Kong’s wage policy, some participants were being neutral about whether or not hotel 
businesses would be affected by the wage policy implementation (M = 4.10). The 
participants (mainly housekeeping employees) assumed that wage levels would increase 
after the minimum wage policy implementation (M = 5.14), but not their total salary (M = 
2.99). Su et al. (2014) stated that the participants believed that the wage policy would 
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significantly affect the labor market in Hong Kong, but would only have a minor effect 
on the hotel industry (particularly those hotels that they worked for at the time when this 
study was conducted), thus they expected no changes to the overall compensation and 
benefit package that they received. Moreover, both managerial and operational 
employees were satisfied with their jobs (M = 4.97) and the compensation benefits they 
received (M = 4.53), thus decreasing intentions to quit the job (M = 3.71). When 
comparing departments, Su et al. (2014) found significant differences. For example, the 
participants from housekeeping reported the highest level of compensation satisfaction 
(M = 4.99) and job satisfaction (M = 5.42) with the lowest level of intention to leave (M = 
2.29). 
Based on the discussion about the minimum wage implementation by selected 
countries, clearly the implementation of a minimum wage policy varies from one country 
to another given the economic and social status of the country. Manning (2009) 
recommended that minimum wage be set at a lower rate and policymakers should only 
increase the rate after a thorough evaluation of the potential effects in doing so. Also, it is 
risky to set the minimum wage level too high when first implemented. Manning (2009) 
further explained that setting the minimum wage rate too high would certainly add more 
risk, especially for small companies to sustain their business. In contrast, setting the 
minimum wage at a lower rate would affect employees’ abilities to satisfy their basic 
needs. All things considered, it seems reasonable that the minimum wage should be set 
high enough to support employee’s basic needs, but not so high that it becomes a burden 
to employers (i.e., high labor cost). In the next paragraph, the primary researcher will 
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discuss findings by several minimum wage researchers and later establish the need to 
examine minimum wage implementation in Malaysia. 
Minimum wage researchers found evidence about the impact of a minimum wage 
policy implementation from various perspectives. Small companies, as compared to large 
companies, were primarily affected by the introduction of a national minimum wage 
(Arrowsmith, Gilman, Edwards, & Ram, 2003; Brown & Crossman, 2000; Heyes & 
Gray, 2003; Riley & Bondibene, 2013). Regardless, employers still had to absorb normal 
increases in operational costs, besides coping with the immediate increase in employees’ 
salaries and wages. Brown and Crossman (2000) stated that employers adopted multiple 
strategies to minimize the impact of the wage policy, including cost minimization 
strategies such as using more part-timers and reducing overtime hours, whereas some 
companies opted for quality maximization by hiring better qualified employees and 
increasing training programs. Additionally, Heyes and Gray (2003) found improvements 
in quality that corresponded with the increase in the amount of quality training offered to 
employees. Nevertheless, there are companies that adopted ad hoc changes by increasing 
the price of products and services, cutting profits, and some even deciding to close 
(Brown & Crossman, 2000). Interestingly, Riley and Bondibene (2013) studied the 
impact of the national minimum wage using data gathered from companies in the United 
Kingdom (between April 1, 1993 to March 31, 2011) and found that labor costs 
increased, particularly for the low-paying companies (i.e., between 3% to 6%). In a later 
study, Riley and Bondibene (2015) studied the impact of the national minimum wage 
using data gathered from companies in the United Kingdom (between April 1, 1993 to 
March 31, 2013) and found no further evidence of business closure due to the national 
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minimum wage implementation, and employers optimistically believed that the increase 
in labor cost could help boost employees’ productivity. According to Warhust, Lloyd, 
and Dutton (2008), some companies claimed that they could not afford to pay the 
national minimum wage, but these authors inferred that in reality, these companies 
merely refused to comply with the wage policy. Because hotel businesses are highly 
dependent on employees, the industry is likely to be significantly affected by any national 
minimum wage policy (Mason, Carter, & Tagg, 2006). 
A plethora of literature on minimum wage examined the impact on 
unemployment (e.g., Addison, Blackburn, & Cotti, 2013; Lathapipat & Poggi, 2016; 
Manning, 2009; Marginean & Chenic, 2013; Margruder, 2013), company performance 
(e.g., Ahmad, Jong, Zainol, & Omar, 2015; Brown & Crossman, 2000), and readiness of 
companies to implement the minimum wage policy (e.g., Yuen, 2013). Few studies have 
examined the impact from the employee standpoint (e.g., Joo-Ee, 2016). Despite the 
recent wage growth in Asia and the Pacific, as noted in the Global Wage Report 2014/15 
(ILO, 2014), many employees in some countries are still receiving lower wages than 
employees in countries within the same geographic region (e.g., In 2013, the average 
monthly wages in Malaysia was at USD651 while in Australia was at USD4,642). 
Minimum wage studies are scarce in Malaysia, as the Malaysian government only 
implemented the national minimum wage policy in 2013. Drawing on relevant literature, 
the current study will investigate the impact of the national minimum wage policy 
implementation in Malaysia, and further deliberate the effects of the recent 
implementation of a minimum wage on Malaysian hotel employees. 
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National minimum wage policy in Malaysia 
The Wage Councils Act of 1947 was enacted to set minimum wages in Malaysia. 
An earlier study on minimum wage in Malaysia by Thiagarajah (2000) defined minimum 
wage as “the minimum sum payable to a worker for work performed or services rendered 
within a given period, whether calculated on the basis of time or output, which may not 
be reduced either by individual or collective agreement, which is guaranteed by law and 
which may be fixed in such a way as to cover the minimum needs of the worker and his 
or her family, in the light of national economic and social conditions” (p.7). Various 
criteria that employers should consider when structuring the minimum wage level were 
highlighted in Thiagarajah’s (2000) paper, which was further supported by Abd Ghani et 
al. (2001). Employers should analyze the needs of employees and their families, compare 
income and wages with other similar size companies, and consider changes in the 
standard cost of living, social security benefits, equal income redistribution, economic 
situation, and productivity levels, when structuring the minimum compensation.  
The Malaysian Wage Councils Act of 1947 empowered a minister to form wage 
councils. Subsequently, the National Wages Consultative Council (NWCC) was 
established in September 2012. Based on the Minimum Wages Order of 2012, members 
of the council are primarily responsible for issues regarding the implementation of the 
minimum wage policy and making recommendations about minimum wages to the 
Malaysian government. Prior to the formation of the NWCC (2012), a study in 2009 
revealed that approximately 40% of private sector employees earned less than the average 
national poverty line income level of RM800 (approximately USD191, dependent on 
exchange rate) per month (Guie, 2012). Findings from the study led to the 
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implementation of the first national minimum wage policy on January 1, 2013 as a 
stepping stone to transforming the country into a high-income nation, as Malaysia is now 
geared to realizing the National Transformation 2050. The minimum wage policy was 
first set at a minimum of RM900 per month (USD215) for full-time employees in 
Peninsular Malaysia and RM800 (USD191) for full-time employees in other parts of 
Malaysia (i.e., Sabah, Sarawak, and the Federal Territory of Labuan) (Attorney General’s 
Chambers of Malaysia, 2012).  
Three years after the first implementation of a minimum wage, the Malaysian 
government announced another increase in the wage rate starting in July 2016, which is 
set at RM1,000 per month (USD236) for Peninsular Malaysia and RM920 (USD217) for 
other parts of Malaysia. The new minimum wage rate took effect under the Minimum 
Wages Order 2016 while voiding the Minimum Wage Order 2012 (Attorney General’s 
Chambers of Malaysia, 2016). The wage policy does not apply to domestic servants and 
apprentices. The NWCC defines minimum wages as basic wages, excluding overtime, 
existing allowances (e.g., accommodations, transportation, or meals), and other benefits 
(e.g., healthcare insurance or retirement). The wage policy was implemented throughout 
all businesses. The purposes were twofold: to overcome poverty through fixing 
Malaysian and non-Malaysian employees’ earnings to more than the poverty line income 
of RM800 per month, and to give social protection to employees through minimum 
acceptable wages. The wage policy aimed to protect employees and improve their quality 
of life (Thiagarajah, 2000).  
The Malaysian government, through the Ministry of Human Resources, 
developed various tools to create awareness among its people about the wage policy 
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implementation, including a minimum wage website (http://minimumwages.mohr.gov.my/) 
where employers and employees can learn the details of the Malaysia first minimum 
wage policy. Guidelines on the implementation of the wage policy were provided by the 
NWCC to help business operators restructure their minimum compensation. Based on the 
wage policy, the method of wage restructuring is subject to negotiation between the 
employer and employee, and non-wage payments (e.g., retirement, employee welfare, 
traveling allowance) are excluded in the minimum wage calculation. It is worth noting 
that the NWCC only allows a one-time restructuring process before the commencement 
date of the first wage policy.  
Minimum wage policy in Malaysian hotel industry 
Wholesale and retail trade, as well as food and beverages and accommodation 
industry (e.g. hotels, apartment hotels, chalets, guest houses) contributed RM282.9 
billons (USD67.3 billion) of revenue to the country in 2016, which was the highest 
compared to other industries (e.g., transportation, entertainment and recreation) 
(Department of Statistics Malaysia, 2016b). Even though the accommodation industry is 
one of the main sector contributing to the economic growth of the country, tourist arrivals 
and receipts to Malaysia were slightly decreased in 2015 (25.7 million arrivals 
contributed 69.2 billion) compared to 2014 (27.44 million arrivals contributed 72 billion) 
and the average occupancy rates in some states also were somewhat decreased compared 
to the previous year (e.g., Kuala Lumpur: 69.7% in 2014 vs. 67.1% in 2015; Pulau 
Pinang: 65.2% in 2014 vs. 63.7% in 2015). The decrease in the average occupancy rates 
affects hotel businesses in Malaysia as low occupancy rates usually generates less 
revenue.   
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In Malaysia, tipping is not a norm, particularly in the hotel industry; however, a 
10% service charge is added onto a customer’s bill in addition to a 5% government tax 
(Mohd Zahari, Rashdi, Mohd Radzi, & Othman, 2011). The service charge is an 
additional fee added to a customer’s bill in exchange for products and services provided. 
Given the nature of hotel businesses in Malaysia, where a service charge collection is 
implemented, “the employer may convert all or part of the service charge meant for 
distribution to the employee, to form part of the minimum wages” (NWCC, 2012 no.3(v), 
p.5). Service charges collected from hotel customers are distributed to the hotel 
employees according to the service point allocation, based on employee rank or position 
(Affandi, 2013). The total service charge normally varies from month to month, 
depending on hotel business volume. With that being said, employees earn more money 
during peak periods (e.g., school holiday, festivals) and earn less during the low season 
(e.g., monsoon season).  
To help hotels with the restructuring of their compensation systems, the 
Malaysian Association of Hotels (MAH) introduced four wage models: (a) clean wage 
(service charge converted to base salary of RM1,000), (b) fully top-up from service point 
(using a portion of service charge to make up the RM1,000), (c) partially top-up from 
service point (hotel makes up the difference between original base pay and new base pay 
after implementation of minimum wage, out of revenue and also using a portion of 
service charge to make up the RM1,000), and (d) top-up by hotel (hotel fully makes up 
the difference between original base pay and new base pay after implementation of 
minimum wage, out of revenue excluding service charges), that fit with hotel businesses 
with consent from the policymaker (MAH, 2013a, 2013b; N. Ariffin, personal 
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communication, December 30, 2014). Based on these definitions, the four models merit 
further explanation to clarify how each model differs and has impacted hotel employees.  
According to the MAH, hotel operators had to select one model, and their 
decisions had to be transparently communicated to employees. Although the wage policy 
was supposed to be implemented on January 1, 2013, hotels were given a grace period 
until October 1, 2013, due to financial difficulties. Prior to that, the MAH conducted a 
two-phase study on the implementation of the minimum wage policy: Phase I (before 
October 1, 2013) and Phase II (after October 1, 2013). Important findings were generated 
from these surveys and will be presented in the following paragraphs for a better 
understanding of the wage policy phenomena in the Malaysian hotel industry. In addition 
to findings from the MAH survey, findings from other studies related to the impact of the 
minimum wage implementation will also be discussed in the later paragraphs.  
Impact of Minimum Wage Policy Implementation 
Survey by the Malaysian Association of Hotels (MAH) 
The MAH conducted a two-phase study on the implementation of the minimum 
wage policy. Phase I of the survey was conducted to examine the effect of the minimum 
wage policy before the commencement date of October 1, 2013. There were 127 hotels 
throughout Malaysia that participated in the study. Results showed that 47 hotels had 
implemented the minimum wage policy (see Table 2.1). The survey revealed that 24 
hotels opted for the clean wage model (MAH, 2013a). The reasons for not implementing 
the wage policy before October 1, 2013 were identified (see Table 2.2). Some hotels were 
waiting for approval from upper level management and some were ready to implement 
the wage model on October 1, 2013. It is worth noting that the survey also highlighted a 
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few issues pertaining to the minimum wage policy implementation. The most critical 
issues identified were significant increases in labor cost and unsatisfied employees, as 
employees’ total take-home pay was less than before the wage policy. Additionally, 
findings revealed that some unionized hotels were not in agreement with the NWCC 
guidelines; hence, hotel operators were afraid that their decisions on the models would 
affect their businesses (MAH, 2013a). At the time of the survey, some hotels were not 
certain which model they should adopt, and they required assistance in making the right 
decision. Among the recommendations addressed in the survey, hotel operators suggested 
that the MAH consider the length of time that the business has been operating, because 
newly opened businesses could not afford to face the financial impact after the 
implementation of the wage policy (MAH, 2013a). 
Table 2.1. Minimum wage models used by hotels based on state (Phase I) 
States by Region Clean 
Wage 
Fully Top-up from 
Service Point 
Partially Top-up 
from Service Point 
Total % 
Northern Region      
Kedah/Perlis 0 2 0 2 4.3 
Penang 2 1 0 3 6.4 
Perak 0 1 1 2 4.3 
Central Region 
     
Kuala Lumpur 5 0 3 8 17.0 
Negeri Sembilan 2 0 0 2 4.3 
Selangor 2 1 0 3 6.4 
Southern Region 
     
Johor 0 1 1 2 4.3 
Malacca 3 1 2 6 12.8 
East Coast Region 
     
Kelantan 1 1 0 2 4.3 
Pahang 2 0 2 4 8.5 
Terengganu 1 0 0 1 2.1 
Sabah, Sarawak & Labuan 
     
Sabah/Labuan 3 1 3 7 14.9 
Sarawak 3 1 1 5 10.6 
Total 24 10 13 47  
Percentage (%) 51.0 21.3 27.7 100  
Source adapted from MAH (2013a) 
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Table 2.2. Reasons for not implementing the minimum wage policy 
Reasons Number of hotels 
responding 
Still in the decision-making process (pending decision from management) 8 
Waiting for further information (clarification and/or advise from Ministry of 
Human Resources and Malaysian Association of Hotels) 
7 
Ready but waiting to implement on October 1, 2013 5 
Still looking for solution and/or considering which model to implement 3 
Unionized hotels (needs to go through several processes for collective agreement 
between employers and employees) 
2 
Not capable to implement (budget hotel and low room rate) 1 
Source adapted from MAH (2013a) 
Phase II of the survey was conducted to investigate the minimum wage policy 
implementation after it took effect on October 1, 2013. More respondents were identified 
as 150 hotels throughout Malaysia participated in the second study (MAH, 2013b) (see 
Table 2.3). The survey was distributed after October 1, 2013 and gathered more in-depth 
information regarding the impact of the wage policy. Based on results tabulated in Table 
2.3, most hotels selected partially top-up from service point model (34%), followed by 
clean wage (32%), fully top-up from service point (28.7%), and top-up by hotel (5.3%). 
Findings from the Phase II survey reported that hotel operators felt burdened due to a 
significant increase in their operational and labor costs. Apart from that, senior 
employees who had worked longer in the company received the same minimum wage as 
newly hired employees. Such situations may lead to frustration when senior employees 
feel inequitably treated by management. Another issue addressed in the survey is that the 
decision on which wage model to use contributes to a high turnover rate. This is because 
employees who preferred a higher take home pay quit their current jobs (from their 
current employers) and moved to hotels that kept the service charge element in the 
minimum wage calculation. Due to that situation, hotel operators had to hire casual or 
part-time employees to deal with full-time employee turnover; subsequently, the level of 
commitment of these part-time employees could affect hotel service standards. Such 
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findings corroborated with DiPietro and McLeod (2011) as well as Wandera (2011); 
these researchers also found that full-time employees were more committed to their jobs 
than part-time employees. Additionally, some hotels no longer collected service charges 
after the wage policy implementation, hence, customers might get confused with the 
disparity between some hotels charging their customers a service charge and others not. 
Another implication of the wage policy emphasized in the survey was the increase in 
food and beverage prices by hotel operators in order to manage escalating hotel overall 
expenditures (MAH, 2013b). 
Table 2.3. Minimum wage models used by hotels based on state (Phase II) 
States by region Clean 
wage 
Fully top-up 
from service 
point 
Partially top-up 
from service 
point 
Top-up 
by hotel 
Total % 
Northern region       
Kedah/Perlis 2 10 3 1 16 10.7 
Penang 2 5 4 0 11 7.3 
Perak 1 0 5 0 6 4.0 
Central region       
Kuala Lumpur 20 8 10 4 42 28.0 
Negeri Sembilan 1 2 3 0 6 4.0 
Selangor 7 4 4 0 15 10.0 
Southern region 
      
Johor 4 1 5 0 10 6.7 
Malacca 2 2 3 1 8 5.3 
East coast region 
      
Kelantan 0 3 0 0 3 2.0 
Pahang 3 2 1 1 7 4.7 
Terengganu 2 0 0 0 2 1.3 
Sabah, Sarawak & 
Labuan 
      
Sabah/Labuan 3 2 9 1 15 10.0 
Sarawak 1 4 4 0 9 6.0 
Total 48 43 51 8 150  
Percentage (%) 32.0 28.7 34.0 5.3 100  
Source adapted from MAH (2013b) 
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Impact of minimum wage policy implementation on companies 
The minimum wage policy in Malaysia has impacted companies in various ways. 
Yuen (2013) found that the primary negative impact of the wage policy is financial 
distress among smaller companies, because companies incur additional costs (e.g., 
insurance, accommodations, and transportation) when hiring non-Malaysian employees. 
This additional financial obligation burdens companies and may force companies out of 
businesses, thus contributing to unemployment rates. According to the monthly labor 
force survey, the unemployment rate in Malaysia increased to 3.5% in September 2016 
(0.2% higher than in September 2015) (Department of Statistics Malaysia, 2016a). In 
other words, small companies are less ready to implement minimum wage policies 
compared to larger companies (Yuen, 2013). Findings by Yuen (2013) also echo some 
findings reported by the MAH (2013a, 2013b) in terms of the readiness of companies to 
execute the wage policy and the increased labor costs resulting from the wage policy 
implementation. Brown, Merkl, and Snower (2014) stated that there is an inverse 
relationship between job acceptance rates and job offer rates resulting from a minimum 
wage implementation (i.e., the minimum wage increases job acceptance rate and 
decreases job offer rate). 
In a later study, Lee and Yuen (2015) examined the impact of a minimum wage 
policy on four companies (i.e., sawmill, food ingredient, electrical appliance, and 
furniture). Lee and Yuen (2015) interviewed the business operators and identified that all 
four companies had fewer than 100 employees and had been operating from 20 to 45 
years. Labor utilization varied among these companies (e.g., the food ingredient company 
hired more professionals, while the electrical appliance company hired more non-
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Malaysian employees as fewer skills were needed to work in production lines). The 
operational cost increased for companies who employed low-skilled employees, which 
are primarily non-Malaysian employees. Employee productivity was not affected by 
minimum wage implementation, as total production depended on several factors (e.g., 
demand for products, the capacity of machines). The business operators agreed that the 
minimum wage could motivate their employees to improve their work attitudes and level 
of commitment. Moreover, the business operators decided not to transfer the increased 
cost burden to their customers through increasing product prices. Additionally, the 
business operators for the sawmill and electrical appliances companies agreed that higher 
wages as a result of minimum wage implementation led to higher work morale, thus 
reducing employees’ work errors, while the other two companies perceived that training 
and development helped reduce employees’ work errors. Lee and Yuen (2015) concluded 
that the types of production determine the impact of the minimum wage policy on 
productivity level (e.g., the productivity of the electrical appliances company with more 
low-skilled employees depends on the capacity of the machines and the product demand, 
not merely on the minimum wage).  
In another study, Senasi and Khalil (2015) investigated the impact of the policy 
on employee training and allowances (e.g., insurance coverage). The authors interviewed 
six manufacturing employers (i.e., one general director, three human resource managers, 
one human resource business administrator, one human resource executive) and most 
interview questions focused on the challenges faced by these employers in implementing 
the policy as well as the impact of the policy on employee fringe benefits (i.e., training 
allocation, allowances). The challenges addressed by the participants included:  making 
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logistic arrangements (e.g., notifying employees about the change in salary and wages), 
doing adjustments to the current wage scale (e.g., increase the salary for each employee 
from RM700 to RM900 once the policy took effect), and increasing the company 
expenses while reducing the profit margin (e.g., cost for a non-Malaysian employee 
increased from RM1,000/USD236 to RM2,000/USD472 per head which included 
accommodation, transportation, and base salary). One participant stated, “It’s actually 
one of the ways to stop the foreign workers (referring to non-Malaysian employees) 
working in Malaysia. Actually, companies can focus on locals (referring to Malaysian 
employees). Now, cost of hiring foreign workers is higher. The new implementation 
actually protects the workers” (p.91). Additionally, four participants mentioned that the 
policy did not impacted employee training allocation. As an example, one participant 
stated, “Training is the same whether there is implementation of minimum wage or not. 
They have to ensure the workforce is able to sustain productivity at all times. In order to 
enhance productivity, continuous training is implemented for the workforce” (p.91). In 
the case of minimum wage effects on fringe benefits, one participant stated: 
“We are trying to improve other benefits…There are telephone allowances 
too. We increased transport allowances recently…We do some revision 
from time to time to stay ahead of the competition or else the workers may 
leave for other companies which offer better benefits. So, we come up with 
some new package and so on. Also, when the business picks-up, you have 
to share profit with the employees. So, in terms of that, definitely I think 
minimum wage increases the health benefits too” (Senasi & Khalil, 2015, 
p.92).  
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On the other side, one participant stated, “There are changes. In terms of medical 
benefit, initially the benefit is covered 100% but now they cover 15-20% if 
hospitalized…There are only percentage changes, coverage the same…” (p.92). Despite 
the mixed results in terms of effects, the authors concluded that any changes in employee 
fringe benefits would be influenced by a company’s financial stability. 
Based on the preceding paragraphs, a minimum wage policy does impact 
companies. However, examining the impact solely from a business perspective is 
inadequate in understanding the overall impact of a minimum wage policy 
implementation. Examining the impact on employees is also fundamental to recognize 
the overall impact of a minimum wage policy implementation. Ideally, policymakers can 
better improve implementation and execution of a minimum wage policy when 
examining the impact from both employers and employees’ perspectives. For this reason, 
minimum wage studies examining the impact on employees will be discussed in the 
following paragraphs. 
Impact of minimum wage policy implementation on employees 
It is estimated that the total population of Malaysia reached 31.7 million in 2016 
(i.e., 28.4 million Malaysian vs. 3.3 million non-Malaysian) (Department of Statistics 
Malaysia, 2016a). The total number of employees in the country expanded to 11.4 million 
in 2010 (40.9% increase since 2000 with 8.1 million employees). The Department of 
Statistics Malaysia (2014) also reported that the percentage of employed population in 
urban areas increased to 74.5% (from 66.6% in 2000) while the percentage in rural areas 
decreased to 25.5% (from 33.4% in 2000). These figures reflected the growth in 
employment after the minimum wage policy implementation in 2013. It is likely that 
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more people are coming to work in the urban areas, as they can earn more compared to 
working in the rural areas. Additionally, Malaysia poverty level decreased from 1.7% in 
2012 to 0.6% in 2014 (i.e., the rate in urban areas decreased from 1.0% to 0.3%; rural 
areas decreased from 3.4% to 1.6%) (Department of Statistics Malaysia, 2015). 
The minimum wage policy has already been implemented. The government sets 
one minimum wage rate for Peninsular Malaysia (i.e., RM1,000 per month) and one 
minimum wage rate for other parts of Malaysia (i.e., RM920 per month). In other words, 
all states in Peninsular Malaysia received the same minimum wage rate even though 
some states within Peninsular Malaysia have higher costs of living (e.g., Kuala Lumpur, 
Pulau Pinang) (Central Bank of Malaysia, 2016). Ling et al. (2014) argued that the cost of 
living is different based on the geographical location of the states in Malaysia, hence the 
authors urge policymakers to consider setting the minimum wage rate based on the cost 
of living in the states. The Central Bank of Malaysia (2016) defined cost of living or 
spending as “the amount of expenditure on goods and services incurred by households, 
including their financial obligations to maintain a certain standard of living” (p.64). The 
cost of living differs across households depending on their demographic characteristics 
(e.g., income level) and area of residence (e.g., rural, urban). The annual report 2015 by 
the Central Bank of Malaysia (2016) reported that households in the highly-urbanized 
states (e.g., Kuala Lumpur, Selangor) spend more on clothing, furnishings, restaurants, 
and hotels (also called discretionary spending) while households in the semi- (e.g., Perak, 
Kedah) and less-urbanized states (e.g., Pahang, Kelantan) spend more on food and 
beverages. These households’ spending patterns supported the statistic of monthly 
salaries and wages of employees, where employees who live in urban areas earn more 
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than those who live in rural areas (Department of Statistics Malaysia, 2015). In this sense, 
employees who earn more are inclined to spend more on optional goods and services, 
whereas employees who earn less prioritize their spending on basic needs (e.g., food, 
beverages). 
Furthermore, Yuen (2013) identified some positive impacts of the wage policy, 
which included the ability to: improve employees’ standard of living, reduce the poverty 
rate, raise productivity in the long-term, and increase employees’ purchasing power. 
These positive impacts benefit the economic growth of the country. Acknowledging that 
the minimum wage policy will positively impact employee quality of life and 
productivity, companies should consider having attractive compensation packages to 
influence the employees’ level of commitment while simultaneously helping companies 
achieve their goals (Yuen, 2013). Additionally, Yuen (2013) noted that the minimum 
wage policy would potentially increase social justice as both Malaysian and non-
Malaysian employees will receive the same minimum wage rate which also reflect an 
equality in income distribution. Based on the discussion, there is a need to focus on the 
impact of minimum wage policy implementation on Malaysian and non-Malaysian 
employees. It is important to note that minimum wage (or base wage) is one of the key 
components used when setting a compensation structure and is among the key factors that 
influence the success of a business (e.g., Biswas, 2013; Manning, 2009; Milkovich & 
Newman, 2005). 
Challenges and Opportunities of Minimum Wage Policy Implementation 
The poverty issues need to be resolved before Malaysia can reach a high-income 
nation status, and the introduction of the minimum wage policy is one mechanism to 
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accomplish this. Nonetheless, the scope of the implementation varies based on how 
policymakers view minimum wage. The implementation of the minimum wage policy in 
Malaysia contributes some challenges and opportunities for both business operators and 
employees, which will be discussed in the next paragraphs. 
Challenges 
From the hotel operator’s perspective, the wage policy has increased the operating 
costs primarily from an immediate increase in payroll cost, thus eroding profit margins 
(e.g., Senasi & Khalil, 2015). From employees’ perspective, they are not satisfied with 
management decisions on the wage model (MAH, 2013a, 2013b) because some models 
(e.g., clean wage) have eliminated the service charge in the minimum wage computation, 
ergo reducing total take-home pay. Hotel employees claimed the service charge money 
belongs to them, whereas hotel operators claimed the service charge belongs to the hotel 
(Affandi, 2013). Findings from the two surveys (MAH, 2013a, 2013b) clearly highlighted 
challenges, particularly in reaching mutual agreement between employers and employees.  
Moreover, Yuen (2013) noted that the wage policy will be more challenging to 
those companies that with a large number of non-Malaysian employees due to an increase 
in labor costs. Smaller companies are less prepared to implement the wage policy 
(compared to larger companies) due to increase in labor costs. When companies 
increase employees’ salaries, operational costs also increase, which reflects another 
challenge of the wage policy. A study by Ibrahim (2015) found critical challenges faced 
by business operators resulting from the wage policy implementation in Malaysia. 
Ibrahim (2015) stated that it is difficult for small companies to absorb higher wage costs 
and therefore take more time to adjust and comply with the wage policy, which also 
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resonates with findings from Yuen (2013) as mentioned earlier. While the minimum 
wage policy aims to promote social justice, encourage productivity, and reduce poverty 
(Soon, 2015), unproductive companies may face closure when unable to sustain their 
businesses after the wage policy implementation. Therefore, business operators must 
consider their financial capacity for meeting such wage levels, and in turn, employees can 
have a reasonable standard of living (Thiaragajah, 2000; Abd Ghani et al., 2001; Ghee, 
Mooi, & Sang, 2014).  
Ling et al., (2014) compared the minimum wage policy legislation between three 
developing countries (i.e., China, South Africa, Malaysia). The inequality issue arises in 
Ling et al.’s (2014) research when the authors identified that there are more rural areas in 
Malaysia (e.g., Kelantan, Pahang) compared to urban areas (e.g., Kuala Lumpur, Pulau 
Pinang, Johor). Ling et al. (2014) believe that setting the minimum wage at a similar rate 
of RM1,000 throughout Peninsular Malaysia seems unreasonable because some states 
have a higher cost of living (e.g., Kuala Lumpur, Pulau Pinang) and some states have a 
lower cost of living (e.g., Kedah, Perak). In 2014, Kuala Lumpur showed the highest 
average monthly households’ income (RM10,629 or equivalent to USD2,528), while 
other states (e.g., Perak, Perlis) showed the average monthly households’ income below 
than the national level (RM6,141 or equivalent to USD1,461) (Department of Statistics 
Malaysia, 2014). Based on their comparison, Ling et al. (2014) suggested that the 
Malaysian government differentiate the minimum wage rate according to sector 
differences and cost of living in each state rather than impose the same minimum wage 
rate throughout Peninsular Malaysia. Essentially, the cost of living is higher in urban 
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areas compared to rural areas, hence employers (particularly the small companies) in 
rural areas might be burdened by the increase in labor cost.  
A study by Ahmad, Scott, and Abdul-Rahman (2016) examined the challenges 
encountered by the hotel operators owing to the minimum wage policy implementation 
and identified four main challenges faced by hotel operators in Langkawi, Malaysia       
(n = 20). First, the productivity level among employees was low, which was influenced 
by lack of commitment and accountability. Three respondents (15%) reported that 
employees’ attitudes were the main factor contributing to low productivity levels. In 
order to increase productivity, the hotel operators employed non-Malaysian employees, 
even though it was more costly to hire them compared to locals. Second, 15 respondents 
(75%) agreed that their labor costs had increased after minimum wage policy 
implementation. As most entry-level positions received base salaries less than the 
minimum wage of RM900 (or USD215), hotel operators had to use top-up method to 
reach the employee minimum wage of RM900 per month. The top-up method is where 
the hotel fully makes up the difference between original base pay and new base pay after 
implementation of minimum wage, out of revenue, excluding the service charge (an 
additional fee added to a customer’s bill in exchange for the product and service 
provided). This situation was critical when the hotel earned less revenue during the low-
season, hence leading to the third challenge where the respondents questioned the ability 
of hotel operators to pay the employees during low-season (mainly those hotels with 
more fulltime employees). Lastly, the respondents were dissatisfied with the top-up 
method, as employees may earn more than their managers. Because of the ambiguous 
guidelines of the wage policy implementation, including the use of service charges as part 
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of the minimum wage computation, a conflict ensued between hotel operators and the 
labor union. Furthermore, the authors found that six hotels (30%) used the clean wage 
method (service charge converted to base salary of RM900), however their employees’ 
dissatisfaction and turnover rate subsequently increased. Four respondents (20%) from a 
budget hotel and boutique resort accepted the challenges and were willing to revise their 
current employees’ compensation systems. Ahmad et al. (2016) concluded that hotel 
operators should be more flexible in transforming their organizations and in following the 
Malaysian government guidelines for an effective wage policy implementation. 
Opportunities 
Ibrahim and Said (2015) indicated that the wage policy aims to generate demand 
for Malaysian employees and highlights the social obligation of the Malaysian 
government to its people. With that being said, the number of Malaysian employees are 
expected to increase after the minimum wage policy implementation. Based on the 
statistic, the number of people employed in general increased from 12,723,200 in 2012 
(Abd Aziz & Mohd Ali Khan, 2015) to 14,276,700 in 2016 (Department of Statistics 
Malaysia, 2017). In addition to that, Yuen (2013) noted that the minimum wage policy 
may also provide businesses opportunities by focusing on skilled employees and 
producing of high quality products. It seems impossible for companies to be successful 
without good management and the right procedures for implementing the wage policy. 
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CHAPTER 3: METHODOLOGY 
Introduction 
The national minimum wage policy triggered a serious debate from those 
businesses (e.g. hotels) that are labor intensive and highly dependent on non-Malaysian 
employees because their labor and operational costs increased tremendously (Mahyut, 
2013; Yuen, 2013). The impact of the minimum wage policy on the Malaysian hotel 
industry is evident in the pre- and post-surveys done by the Malaysian Association of 
Hotels (MAH, 2013a, 2013b). Some hotel operators (mainly the small and medium size 
companies) were impacted by the minimum wage policy implementation and questioned 
their ability to sustain business given their reliance on low wage laborers (i.e. those 
laborers most likely to have wage increases with the new minimum wage) (Yuen, 2013), 
but hotel employees were also impacted by the minimum wage policy implementation 
through the new compensation systems designed by their employers. 
A corpus of literature (e.g., Chiang & Jang, 2008; Cruz, Lopez-Guzman, & 
Canizares, 2014; Jung & Yoon, 2015; Rynes, Gerhart, & Minette, 2004; Li, Sanders, & 
Frenkel, 2012; Cho, Woods, Jang, & Erdem, 2006; Davidson, Timo, & Wang, 2010; 
Burke & Hsieh, 2006; Karatepe, 2013; Morcarz, Zhao, & Kay, 2009) highlights that the 
compensation system used by companies could influence employee work behaviors (e.g., 
motivation at work, job satisfaction, work engagement, turnover, retention). A vague 
explanation of the four wage models introduced by the MAH (as presented in Chapter 2), 
merits further investigation, as the model chosen by hotel managers has elicited a mixed 
reaction among employees (MAH, 2013a, 2013b). 
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The literature on the minimum wage implementation mainly addresses the impact 
of minimum wage on company performance (e.g., Arrowsmith, Gilman, Edwards, & 
Ram, 2003; Brown & Crossman, 2000; Heyes & Gray, 2003; Riley & Bondibene, 2013) 
and unemployment rates (e.g., Addison, Blackburn, & Cotti, 2013; Lathapipat & Poggi, 
2016; Manning, 2009; Marginean & Chenic, 2013; Margruder, 2013). Most studies in the 
Malaysian hotel industry primarily focus on the impact of minimum wage policy 
implementation from a company standpoint (e.g., Ahmad, Scott, & Abdul-Rahman, 2016; 
Ahmad & Scott, 2015; Lee & Yuen, 2015; MAH 2013a, 2013b; Yuen, 2013), while 
limited studies have been done examining the impact from employees’ perspectives in 
terms of how the minimum wage policy has impacted their quality of life (e.g., standard 
of living, poverty rate, purchasing power). This study determined what impact the 
national minimum wage policy has had on employees. Specifically, the objectives were 
to:  
(1) identify if there is a relationship between employee perception of the 
minimum wage policy and employee satisfaction with compensation; 
(2) examine the relationships between employee satisfaction with compensation 
and employee work behaviors (i.e., work motivation, work engagement, job 
satisfaction, turnover intention); 
(3) investigate the mediation effect of employee work motivation on employee 
satisfaction with compensation and employee job satisfaction;  
(4) investigate the mediation effect of employee work engagement on employee 
satisfaction with compensation and employee turnover intention;  
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(5) analyze the overall impact of minimum wage implementation on employee 
work behaviors and employees’ perceived quality of life.  
Hypotheses 
H1: Employee perception of the minimum wage policy will influence employee 
satisfaction with compensation.  
H2: Employee satisfaction with compensation will influence employee perceived quality 
of life. 
H3: Employee satisfaction with compensation will influence employee work motivation. 
H4: Employee satisfaction with compensation will influence employee work engagement. 
H5: Employee work motivation will influence employee work engagement. 
H6: Employee work motivation will influence employee job satisfaction. 
H7: Employee work motivation will influence employee turnover intention. 
H8: Employee job satisfaction will influence employee work engagement. 
H9: Employee work engagement will influence employee turnover intention. 
H10: Employee job satisfaction will influence employee turnover intention. 
H11: Employee perceived quality of life will influence employee turnover intention. 
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Additional hypotheses: (mediation effect) 
H12: Employee work motivation mediates the relationship between employee satisfaction 
with compensation and employee work engagement. 
H13: Employee work engagement mediates the relationship between employee 
satisfaction with compensation and employee turnover intention. 
H14: Employee work motivation mediates the relationship between employee satisfaction 
with compensation and employee job satisfaction. 
H15: Employee work motivation mediates the relationship between employee satisfaction 
with compensation and employee turnover intention. 
H16: Employee satisfaction with compensation mediates the relationship between 
employee perception of minimum wage policy and employee perceived quality of 
life. 
 
See Figure 3.1 for a visual representation of the model and hypotheses.
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Figure 3.1. Theoretical framework. 
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Brandimarte (2011) recommended business operators use quantitative data to 
support any important decisions for their companies. In addition to that, a list of empirical 
research cited in this study used quantitative methods as part of their research designs 
(e.g., DiPietro, Kline, & Nierop, 2014; Gagne et al., 2015; Lee, Back, & Chan, 2015). 
Therefore, to fulfill the objectives of this study, a more quantitative method was used to 
help understand the research phenomena. Non-managerial employees (i.e., operational 
level and lower- to middle-level management) from three-star, four-star, and five-star 
hotels, in Malaysia, were asked to complete an electronic questionnaire. The 
questionnaire asked about perceptions of minimum wage policy, the compensation 
system designed by their employer, and to what extent the compensation has impacted 
their work behaviors (i.e., work motivation, work engagement, job satisfaction, turnover 
intention) and perceived quality of life. 
Use of Human Subjects 
Initially, the primary researcher proposed a paper-based survey for distribution to 
all employees working at three-, four-, and five-star hotels in Peninsular Malaysia. 
However, the Iowa State University Human Subjects Institutional Review Board (IRB) 
reviewed the proposal and advised changing the method from paper-based to electronic-
based survey, to protect participants’ confidentiality, rights, and safety in research. After 
revising the proposal and changing the methods, the IRB reviewed and approved the 
study (see Appendix A). A cover letter (Appendix B and C) was included in the 
electronic questionnaire explaining the study purposes and assuring confidentiality (to the 
extent permitted by law) and anonymity of responses.  
 
 95 
 
 
Research Design 
Data were gathered using an electronic questionnaire set up through Qualtrics® 
with the assistance of the College of Human Sciences Online and Distance Learning unit. 
The electronic survey was conveniently distributed online through social media websites 
(e.g., Facebook, LinkedIn) and alumni email addresses. Contacts through social media 
then forwarded the survey link to others they knew who also worked in the hotel industry. 
In addition to that, the electronic survey was distributed to approximately 300 alumni 
(who graduated between 2010 and 2017) by the person in-charge of the alumni 
association in a Malaysian university with a hospitality program. The exact number of 
how many participants were contacted through social media is unknown. According to 
Dillman, Smyth, and Christian (2014), one of the challenges of using the Internet for 
survey distribution is that the list of all known members of the population is not available. 
Nonetheless, the primary researcher put every effort to maximize coverage outcomes by 
combining two frames: social media networks and alumni email addresses. The use of 
more than one frame, also known as multiframe surveys, is recommended to increase the 
coverage of the sampling frame (Dillman et al., 2014). Using the questionnaire, the 
primary researcher collected and analyzed data to better understand impacts of the 
national minimum wage policy implementation on hotel employees.  
Figure 3.2 represents the states of Malaysia. As of October 2016, the total 
population of hotels throughout Malaysia was 103 five-star, 158 four-star, and 291 three-
star hotels (MOTAC, as per October 18th, 2016). The list of three-, four-, and five-star 
hotels came from the “Rated Tourist Accommodation Premises” provided by the 
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Ministry of Tourism and Culture Malaysia (MOTAC, 2016). This study included three-, 
four-, and five-star hotels throughout Malaysia (see Table 3.1). 
Table 3.1. Number of hotels by states in Malaysia 
States by region Number of hotels by star-rating 
Five-star Four-star Three-star 
Northern region 
Kedah 
Perlis 
Penang 
Perak 
 
 
10 
0 
9 
2 
 
 
9 
0 
18 
7 
 
 
12 
2 
14 
15 
 
Central region 
Kuala Lumpur 
Negeri Sembilan 
Selangor 
Putrajaya 
 
 
28 
4 
18 
3 
 
 
24 
7 
13 
1 
 
 
30 
13 
18 
1 
 
Southern Region 
Johor 
Malacca 
 
 
2 
3 
 
 
13 
15 
 
 
31 
23 
 
East Coast Region 
Kelantan  
Pahang 
Terengganu 
 
 
2 
5 
4 
 
 
4 
11 
5 
 
 
9 
28 
15 
 
 
Sabah 
Sarawak 
 
8 
5 
 
15 
16 
 
45 
35 
Total 103 158 291 
Source adapted from MOTAC (October 2016) 
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Maps of Malaysia 
 
Figure 3.2. States and federal territories of Malaysia. Source: Malaysia Map with States 
(http://malaysiamap.facts.co/malaysiamapof/malaysiamap.php) 
 
Questionnaire 
Questionnaire sample selection 
The target population of this study was all non-managerial (operational level to 
lower- and middle-level management) employees working at three-, four- and five-star 
hotels in Malaysia. A purposive non-probability sampling was used where not all samples 
of the population were asked to participate in the research. Employees from operational 
level and lower- to middle-level management were chosen as the sample.  
Questionnaire development 
 The questionnaire was developed to investigate what impact that the national 
minimum wage policy has had on hotel employees based on employees’ self-reports. The 
electronic questionnaire was developed and distributed online. Clear instructions were 
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provided on each section to assist participants responding to the questionnaire. Three 
screening questions were included at the beginning to ensure only eligible participants 
answered the questionnaire (see Table 3.2). Only hotel employees who were working in a 
hotel at the time of data collection or previously worked in a hotel were eligible to 
participate. After changes were made in the method of distribution, questions number two 
and three were no longer served as screening questions.  
Table 3.2. Initial screening questions to ensure participants’ eligibility 
Questions Response options 
1. Are you / Have you worked in a hotel? o Yes, currently working in a hotel 
o No, but previously worked in a hotel 
o Never worked in a hotel 
2. Do you have supervisory responsibilities at your job? o Yes 
o No 
3. Were you working in hotels when the Minimum Wage 
Policy was implemented on January 1, 2013? 
o Yes 
o No 
 
Questionnaire content and format 
The electronic questionnaire was divided into eight sections. The first through the 
seventh sections consisted of questions measuring the variables of interest in the research 
model (see Figure 3.1). The primary researcher adapted existing scales that have been 
proven reliable and valid; these scales have been tested multiple times by other 
researchers. The following scales were used: Pay Satisfaction Questionnaire (PSQ) 
(Heneman & Schwab, 1985), Motivation at Work Scale (MAWS) (Gagne et al., 2010), 
Utrecht Work Engagement Survey (UWES) (Schaufeli, Bakker, & Salanova, 2006), and 
Minnesota Satisfaction Questionnaire (MSQ) (Weiss & Dawis, 1967). Nonetheless, 
because the total number of items was exceptionally large if all items for each scale were 
included (i.e., approximately 85 items), some items were eliminated due to redundancy, 
lack of clarity, and questionable relevance. DeVellis (2017) recommends researchers to 
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select items that reflect the construct of interest and the scale’s purpose. Revisions were 
reviewed by experts (e.g., major professor, committee members). 
The first section measured employee satisfaction with compensation using the 
PSQ with 18 items and having a Likert-type scale ranging from 1 = very dissatisfied to       
5 = very satisfied (Heneman & Schwab, 1985). The second section measured employee 
work motivation using the MAWS with 12 items and having a Likert-type scale ranging 
from 1 = strongly disagree to 7 = strongly agree (Gagne et al., 2010). The third section 
measured employee work engagement using the UWES with nine items and having a 
Likert-type scale ranging from 0 = never to 6 = always (every day) (Schaufeli et al., 
2006). The fourth section measured employee job satisfaction with seven selected items 
from a shorter-version of the MSQ and had a Likert-type scale ranging from 1= very 
dissatisfied to 5 = very satisfied (Weiss & Dawis, 1967). The fifth section measured 
employee perceived quality of life with ten selected items adapted from Sirgy, Efraty, 
Seigel, and Lee (2001) and used a Likert-type scale ranging from 1 = very untrue to 7 = 
very true. The sixth section measured employee turnover intention with four items 
adapted from Roodt (2004) and used a Likert-type scale ranging from 1 = never to 5 = 
always and 1 = highly unlikely to 5 = highly likely. The seventh section measured 
employee perception of the minimum wage policy implementation using 14 items 
adapted from Joo-Ee (2016) and having a Likert-type scale ranging from 1 = strongly 
disagree to 5 = strongly agree. The scope of the questions for each variable and the type 
of scale that were used in this study are summarized in Table 3.3. The eighth section was 
comprised of general questions regarding hotel information and demographic profiles of 
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the participants (e.g., highest education level, hotel’s star rating, number of years working 
at the current hotel, income level).  
This study was conducted in the primary researcher’s country of origin, Malaysia; 
hence, the questionnaire was prepared using two languages (i.e., English and Malay). 
Both English and Malay questions were incorporated on the same page (using color 
contrast) for the participant’s convenience (i.e., the English version before the Malay 
version). The primary researcher adapted the Brislin’s model of translation (Brislin, 
1970) whereby the questionnaire was translated in three steps. In step 1, the primary 
researcher, who is bilingual, knowledgeable on how the instrument would be used, and 
experienced in conducting research using the back-translation process, translated the 
questionnaire from the original language (English) to the target language (Malay). 
Because Malay is the primary researcher’s mother tongue, the primary researcher could 
translate each item in the questionnaire with accurate nuances. For step 2, two Malaysian 
graduate students at Iowa State University translated the Malay version developed in step 
1 to the English version, without knowing the original version of the scales. Also, no 
discussion was allowed between them. For the third and final step, the primary researcher 
and the two Malaysian graduate students compared the back-translated version (i.e., 
English  Malay  English) with the original instrument (i.e., English) to check for 
differences and accuracy. After that, both versions of the questionnaire were presented to 
the primary researcher’s committee who are primarily English experts to ensure all items 
in the questionnaire were understandable (see Appendix D).  
 
 
 101 
 
 
Table 3.3. Measures of the study variables 
Study variables Number 
of items 
Sources of scale Type of scale 
Satisfaction with 
compensation  
18 Heneman & Schwab 
(1985) 
A five-point Likert-type scale from 
1 = very dissatisfied to 5 = very 
satisfied 
Work motivation 
 
12 
 
Gagne et al. (2010) A five-point Likert-type scale from 
1 = strongly disagree to 5 = strongly 
agree 
Work engagement 
 
9 Schaufeli et al. 
(2006) 
A seven-point Likert-type scale 
from 0 = never to 6 = always 
Job satisfaction 7 Weiss & Dawis 
(1967) 
A five-point Likert-type scale from 
1 = very dissatisfied to 5 = very 
satisfied 
Perceived quality of life 
 
10 Sirgy et al. (2001) A seven-point Likert-type scale 
from 1 = very untrue to 7 = very 
true 
Turnover intention 4 Roodt (2004) A five-point Likert-type scale from 
1 = never to 5 = always; from 1 = 
highly unlikely to 5= highly likely 
Perception of minimum 
wage policy  
14 Joo-Ee (2016) A five-point Likert-type scale from 
1 = strongly disagree to 5 = strongly 
agree 
Total number of items 74   
 
Pilot Testing 
 Two pilot tests were conducted prior to final questionnaire distribution. The 
information about these two pilot tests is explained in the next paragraphs. 
First pilot test 
 The primary researcher with the help of one professor from the primary 
researcher’s university conveniently selected five non-managerial employees working at 
a hotel in Malaysia. The purpose of the first pilot study was to check non-managerial 
employees’ understanding of items in the questionnaire. Dillman et al. (2014) highlighted 
that it is important to develop questions that potential respondents are willing to answer 
accurately and able to interpret each question in the way researchers’ intend; hence, this 
step was necessary to ensure all items in the questionnaire were understandable as 
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translated into Malay. Written instructions as well as a list of probing questions was 
developed to assist the professor in getting feedback from the employees. Some of the 
probing questions included: “Did you understand the question about minimum wages? 
What is your interpretation of this question?” (see Appendix E). Most of the feedback 
given was related to the length of the questionnaire. The primary researcher used 
constructive feedback gathered in this step to improve the questionnaire for the second 
pilot test. Data gathered from the first pilot study will not be published.  
Second pilot test 
In this step, the questionnaire was pilot tested using a sample of participants with 
similar characteristics to the target population to examine the internal consistency and 
reliability of the instrument. Two different groups of participants were recruited: (a) 
faculty members from the primary researcher’s university in Malaysia (i.e., two 
professors as the expert reviewers) and (b) undergraduate and graduate hospitality 
students who had experience working in the Malaysia hotel industry before or after the 
minimum wage policy implementation in 2013. The electronic questionnaire was 
distributed online using the emailing list provided by the Deputy Dean of Academic at 
the primary researcher’s university in Malaysia and social media websites (e.g., Facebook 
group for undergraduate and graduate students). Data from the second pilot study were 
analyzed and used to make further improvements to the questionnaire. These responses 
were excluded from final data analysis. 
A total of 118 respondents participated in the second pilot test. The reliability 
scores for the second pilot test are displays in Table 3.4. Five recommendations were 
gathered; however, most of the recommendations dealt with future studies and were not 
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related to improving the instrument. Only one respondent recommended reducing the 
number of questions. After consultation with the major professor, the primary researcher 
decided not to make any changes to the questionnaire based on this one person. The final 
questionnaire was slightly edited and reviewed again to ensure that the online system 
worked smoothly. 
Table 3.4. Reliability scores for pilot test instrument  
Measure Number of items Cronbach’s alpha 
1. Satisfaction with compensation  18 0.950 
2. Work motivation 12 0.954 
3. Work engagement 9 0.959 
4. Job satisfaction 7 0.926 
5. Perceived quality of life  10 0.892 
5. Turnover intention*  4 0.808 
6. Perception of minimum wage policy  14 0.673 
Notes. N=118. *Turnover intention with only 3 items was 0.897. 
 
Questionnaire Distribution 
Qualtrics® was used for online administration of the second pilot test and final 
questionnaire. Once the online questionnaire set up was complete, each question was 
tested multiple times to assure the online system worked. The primary researcher 
distributed the questionnaire online through social media websites (e.g., Facebook, 
LinkedIn) and alumni email addresses. Contacts through social media then forwarded the 
survey link to others they knew who were also eligible to participate (i.e., current or 
former hotel employees in Malaysia). The primary researcher sent out reminders one 
week after distribution, as recommended by Dillman, Smyth, and Christian (2009).  
To help increase the participation rate, participants had an opportunity to receive 
an incentive. The incentive was in the form of a gift certificate valued at RM20 (or 
USD4.50) and one out of every 50 participants who entered the drawing received a gift 
certificate. Contact information (i.e., name, email address, phone number) that 
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participants entered for the drawing was kept in a separate dataset from questionnaire 
responses.   
Questionnaire Data Analysis 
Two types of statistical software were used to analyze data, the Statistical 
Program for Social Science (SPSS) version 20 and Mplus program version 8. Before 
conducting any analyses, data were reviewed and cleaned to assure data were coded 
correctly. Responses to the negatively phrased items were reverse coded. The reliability 
of the scales was examined using Cronbach’s alpha internal consistency test. 
Descriptive statistics were gathered (e.g., means, standard deviations, frequencies, 
percentages) to summarize data distribution. From a total of 293 participants, 239 
responses were used in the analysis and fifty-four responses were eliminated due to 
ineligibility (i.e., “Never worked in a hotel”). To determine if there were differences 
between non-respondents and respondents, t-tests were used to compare respondents (i.e., 
no missing data) to respondents (i.e., those with one or more missing responses on items 
within a scale). An independent samples t-test was conducted to compare differences in 
the mean scores for seven variables between groups with no missing data and with 
missing data in at least one item. Based on the results (see Appendix F), there were no 
significant differences in scores for group with no missing data and with missing data in 
at least one item for all the seven variables. The same type of analysis was conducted to 
compare differences between groups with no missing data in at least one demographic 
variable and with missing data in at least one demographic variable and similar results 
were recorded in terms of no significant differences between these two groups. Hence, 
the decision to include all 239 responses as the final sample is justified. 
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Before further analyses were conducted, normality of the distribution of scores for 
turnover intention for the sample was assessed together with the outliers (see Appendix 
G). For larger samples, it is common to get a significant value for Kolmogorov-Smirnov   
(p < 0.01) (Pallant, 2013). Nonetheless, the shape of the histogram and the normal 
probability plots (or normal Q-Q plots) show reasonably normal distributed data. There is 
no outlier present in the boxplot and the 5% trimmed mean and mean values are very 
similar (3.58 and 3.60) respectively. 
Furthermore, mean scores and standard deviations for each scale were analyzed 
and are reported in Chapter 4. Correlation among the variables was tested to answer 
research questions one and two. Additionally, an independent-samples t-test was 
conducted to compare any differences in the mean scores for the variables between three 
groups: (a) currently versus previously working in hotels; (b) with versus without 
supervisory responsibilities, and (c) working versus not working in hotels when the 
minimum wage policy was implemented on January 1, 2013. Chapter 4 provides the 
results of this analysis.  
A more rigorous analysis was conducted using the Mplus program to answer 
research questions three, four, and five. The results for research questions three and four 
are reported in Chapter 5 while results for research question five are included in Chapter 
6.  
In Chapter 5, analysis included the mediation (or indirect) effects of work 
motivation, work engagement, and job satisfaction using bootstrap sampling method in 
predicting the relationship between satisfaction with compensation and turnover 
intention. Before analyzing the indirect effects of selected variables, the measurement 
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model was tested to check convergent and discriminant validity and composite reliability 
using confirmatory factor analysis (CFA). After that, the causal model was tested 
including testing indirect effects using structural equation modeling (SEM). The model fit 
was assessed based on chi-square test, root-mean-square error of approximation 
(RMSEA) and comparative fit index (CFI) (Geiser, 2013). Findings for the indirect 
effects are reported in Chapter 5, based on the 95% confidence interval for lower and 
upper 2.5% of the bootstrap estimates. Any cases where the confidence interval did not 
include zero were deemed statistically significant (Geiser, 2013).   
In Chapter 6, the overall impact of minimum wage implementation on employee 
work behaviors and employee perceived quality of life were analyzed. In other words, 
first, the measurement model was examined using CFA and the causal models using 
SEM, and second, the research model developed in Figure 3.1 was expanded into a fully 
recursive model and tested. Confirmatory factor analysis was used based on information 
about the dimensionality of the variables, theories, and/or empirical research (Bollen, 
1989; Brown, 2006; Wang & Wang, 2012). In CFA, before testing the model, the 
researcher theoretically defined the variables and developed hypotheses. The factorial 
structure is considered valid for the population when the hypothesized measurement 
model fits the data (Wang & Wang, 2012). The association between the observed 
indicators and the factors is represented by factor loadings, which are the regression paths 
from the factors to the corresponding observed indicators. After testing the measurement 
model using CFA, a SEM was performed to examine the relationship among the latent 
variables. The latent variable is unobservable and must be indirectly estimated from 
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observed indicators (Schreiber et al., 2006). Fit indices and standardized path coefficient 
scores for each of the latent variables were also examined.  
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CHAPTER 4: IMPACT OF THE NATIONAL MINIMUM WAGE POLICY ON 
MALAYSIAN HOTEL EMPLOYEES 
A paper submitted to Journal of Human Resources in Hospitality and Tourism  
Nur Hidayah Che Ahmat, Susan W. Arendt, & Others to be determined 
Abstract: The national minimum wage policy implementation has impacted hotel 
employees. Likewise, hotel operators have had to restructure compensation systems 
potentially influencing employees’ satisfaction with compensation, work behaviors, and 
perceived quality of life. This study aims to examine the relationships between employee 
perception of the minimum wage policy, satisfaction with compensation, work behaviors 
(i.e., work motivation, work engagement, job satisfaction, turnover intention), and 
perceived quality of life. Hotel employees in Malaysia (n = 239) completed an electronic 
survey. Results of the correlational analysis showed that all the relationships tested were 
significant. Implications, limitations, and future research recommendations are provided.  
Keywords: compensation, hotel employees, minimum wage, pay satisfaction, work 
behaviors 
Introduction 
On January 1, 2013, the Malaysian government implemented a minimum wage policy 
throughout all businesses to help overcome poverty issues in the country and to improve 
the standard of living for Malaysian and non-Malaysian employees (Central Bank of 
Malaysia, 2013; Thiagarajah, 2000). The first minimum wage policy under the Minimum 
Wages Order 2012 (Attorney General’s Chambers of Malaysia, 2012) set minimum 
monthly base salary at RM900 (USD215) for Peninsular Malaysia and RM800 (USD191) 
for other parts of Malaysia. Later, the Malaysian government increased the monthly base 
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salary to RM1,000 (USD236) for Peninsular Malaysia and RM920 (USD217) for other 
parts of Malaysia under the Minimum Wages Order 2016 (Attorney General’s Chambers 
of Malaysia, 2016). Minimum wage is a base wage, excluding overtime, existing 
allowances, and other benefits (e.g., healthcare insurance) (NWCC, 2012).  
 Hotel operators reported that their labor costs increased (between 29% to 40%) 
after the minimum wage policy was implemented (MAH 2013a, 2013b). Meanwhile, 
hotel employees were dissatisfied with how management executed the policy because 
their total take-home pay was affected after the policy took effect. Previous studies 
affirmed that employee awareness of compensation systems could influence their work 
behaviors (e.g., Gagne & Forest, 2008; Joo-Ee, 2016; MAH 2013a, 2013b). 
 The purpose of the study was to examine what impact the minimum wage policy 
has had on Malaysian hotel employees. The objectives of this study were to: (a) analyze 
if there is a relationship between employee perception of the minimum wage policy and 
employee satisfaction with compensation, (b) identify the relationship between employee 
satisfaction with compensation and employee perceived quality of life, (c) examine the 
relationships between employee satisfaction with compensation and employee work 
behaviors (i.e., work motivation, work engagement, job satisfaction, turnover intention, 
and (d) assess differences between selected demographic groups (i.e., currently versus 
previously working in hotels; supervisory responsibilities versus without supervisory 
responsibilities; working versus not working during the minimum wage policy 
implementation). 
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Literature Review 
Minimum wage policy implementation in Malaysia 
Many developing countries (e.g., Hong Kong, Thailand, Malaysia) have implemented 
minimum wage policies. Nevertheless, the minimum wage systems in these countries 
vary in terms of coverage and effectiveness due to dissimilarity in socio-economic and 
political situations. An early study on minimum wage in Malaysia defined minimum 
wage as, “the minimum sum payable to a worker for work performed or services 
rendered within a given period, whether calculated on the basis of time or output, which 
may not be reduced either by individual or collective agreement, which is guaranteed by 
law and which may be fixed in such a way as to cover the minimum needs of the worker 
and his or her family, in the light of national economic and social conditions” 
(Thiagarajah, 2000, p.7). Thiagarajah (2000) suggested employers consider various 
aspects when structuring the compensation systems, these include: analyzing the needs of 
employees and their families, comparing income and wages with other similar size 
companies, and evaluating changes in the standard cost of living, social security benefits, 
equal income redistribution, economic situation, and productivity levels.   
 The minimum wage policy was introduced to improve the standard of living, so 
that all employees could have a better quality of life. The latest increase in the minimum 
wage, starting July 2016 (Attorney General’s Chambers Malaysia, 2016), showed the 
Malaysian government continuous effort to improve Malaysian and non-Malaysian 
employees’ standard of living and quality of life. Nonetheless, the introduction of the 
minimum wage policy precipitated a serious debate among operators with businesses that 
are labor intensive and highly dependent on non-Malaysian employees (Yuen, 2013) 
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because labor and operational costs increased tremendously after the policy took effect 
(Mahyut, 2013; Yuen, 2013). As a result, some hotel operators transferred the cost 
burden to employees by eliminating the service charge portion from the wage calculation 
(MAH, 2013a, 2013b); thereby decreasing the total take-home pay of employees after 
policy implementation. It should be noted that hotel employees’ earnings have 
historically been comprised of a low base salary and service charges collected from hotel 
customers (Affandi, 2013). 
 After the new minimum wage policy, newly hired employees now receive the 
same base salary as senior employees who have worked for longer periods of time. Due 
to that, hotel operators are worried that minimal differences in salary between more 
senior and new employees may demotivate senior employees, as they might feel unfairly 
treated by management (MAH, 2013b; Mohd Suhaili, 2012). Having that point in mind, it 
is crucial to examine the impact of the minimum wage policy implementation on hotel 
employees.  
Impact of compensation on work behaviors and quality of life 
A compensation system is used by employers to reward employees in return for labor. 
Biswas (2013) defined compensation as, “money awarded to a person to compensate that 
person for his/her time, effort, abilities, knowledge, experience, and skills provided to an 
employer” (p.25). In other words, employees are entitled to both monetary (financial) and 
non-monetary (non-financial) compensation in return for their contributions to the 
organization. Several studies noted that employee compensation is one of the largest 
expense categories for any organization (e.g., Davidson, Timo, & Wang, 2010; MAH, 
2013a, 2013b). Therefore, making good decisions when designing compensation systems 
116 
 
 
 
is important because it benefits both employers and employees. However, poor decision-
making when designing compensation systems could impact employee work behaviors.  
 A corpus of research is found examining the impact of compensation on employee 
work behaviors. The current study focused on the following work behaviors, which have 
previously been studied in various contexts: (a) work motivation (e.g., Ghazanfar, 
Chuanmin, Khan, & Bashir, 2011; Negash, Zewude, & Megersa, 2014), (b) work 
engagement (e.g., Babakus, Yavas, & Karatepe, 2017; Jung & Yoon, 2015), (c) job 
satisfaction (e.g., Cruz, Lopez-Guzman, & Canizares, 2014; Gu & Siu, 2009), and (d) 
turnover intention (e.g., Moncarz, Zhao, & Kay, 2009).  
 Compensation and employee work motivation 
 Self-determination theory (SDT) developed by Deci and Ryan (1985) 
differentiates autonomous (e.g., intrinsic) motivation and controlled (e.g., extrinsic) 
motivation. Gagne and Deci (2005) stated that “autonomy involves acting with a sense of 
volition and having the experience of choice while being controlled involves acting with 
a sense of pressure, a sense of having to engage in the actions” (pp.333-334). 
Additionally, Gagne and Forest (2008) explained that intrinsic motivation drives a person 
to do an activity for their own sake because the person finds the activity interesting and 
satisfying, while extrinsic motivation drives a person does to do an activity for a reason, 
such as receiving rewards. Gagne et al. (2010) examined motivation at work (i.e., 
identified regulation, intrinsic motivation, introjected regulation, external regulation) of 
employees from different industries (e.g., transportation) using the Motivation at Work 
scale (MAWS) and found a significant association between employee motivation at work 
and satisfaction of the needs for autonomy. In other words, employees are motivated at 
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work when they feel autonomous, which reflect the importance of autonomous (e.g., 
intrinsic) motivation than controlled (e.g., extrinsic) motivation (e.g., Deci & Ryan, 
1985). Several researchers found evidence on the impact of compensation on employee 
work motivation (e.g., Ghazanfar et al., 2011; Igalens & Roussel, 1999; Negash et al., 
2014; Pratheepkanth, 2011). Ghazanfar et al. (2011) studied employees who worked in 
the cellular phone industry (n = 60) and found that those that were satisfied with their 
compensation were motivated and those not satisfied were less motivated. Negash et al. 
(2014) sampled 214 academic staff members and found that 63% of employee work 
motivation was explained by pay, promotion, recognition, work conditions, and benefits. 
These results suggest that compensation impacts employee work motivation. 
 Compensation and employee work engagement 
 Schaufeli, Bakker, and Salanova (2006) defined work engagement as “a positive, 
fulfilling work-related state of mind that is characterized by vigor, dedication, and 
absorption” (p.702). DuPlooy and Roodt (2010) utilized the Utrecht Work Engagement 
Scale (UWES) to investigate how work engagement and burnout predict turnover 
intention and found that work engagement and burnout significantly predicted turnover 
intentions. This means, an increase in employee work engagement leads to a decrease in 
employee turnover intentions. Additionally, all paths tested were significant (i.e., from 
work engagement to burnout; from work engagement to turnover intention). Jung and 
Yoon (2015) investigated the association between hotel employee satisfaction with 
compensation, job (or work) engagement, and job withdrawal and found that three out of 
four attributes for employee satisfaction with compensation significantly impacted job (or 
work) engagement (i.e., benefits, pay level, pay structure; except for pay raise). Jung and 
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Yoon (2015) concluded that a company could enhance employee engagement by 
allowing employees to customize their benefit packages (e.g., allowing choices of 
medical insurance, free uniforms, free meals) rather than providing the same generic 
benefit package to all employees. 
 Compensation and employee job satisfaction 
 Like motivation and engagement, job satisfaction is another one of the most 
widely studied constructs when examining employee work behaviors (e.g., Hirschfeld, 
2000). Herzberg’s two-factor theory asserts that improving motivational factors (e.g., 
recognition, achievement, growth) will increase (employee) job satisfaction; while 
improving hygiene factors (e.g., salary, working conditions, job security) will decrease 
(employee) job dissatisfaction (Herzberg, Mausner, & Snyderman, 1964). Hancer and 
George (2003) investigated 798 restaurant employees’ job satisfaction using the 
Minnesota Satisfaction Questionnaire (MSQ) and found that intrinsic factors of job 
satisfaction (e.g., security, moral values) were rated highest than extrinsic factors (e.g., 
career advancement, compensation, working conditions). The participants were satisfied 
with the job security (an intrinsic type of job satisfaction) but neutral about their 
compensation (Hancer & George, 2003). Gu and Siu (2009) examined 892 employees’ 
job satisfaction and found that salary and benefits were the most important driver of 
employee job satisfaction. 
 Compensation and employee turnover intention 
 It is important to examine the impact of compensation on employee turnover 
intention as turnover intention may contribute to actual turnover, which is very costly for 
companies (e.g. Davidson et al., 2010; Fitz-Enz, 2009). Davidson et al. (2010) examined 
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the actual turnover rates and costs for hotels and found that the turnover rate for 
operational employees was higher (i.e., 50.74%, n = 4,378) than that for managerial 
employees (i.e., 39.19% n = 752). Specifically, food and beverage departments recorded 
the highest turnover rate (i.e., 41.54%, n = 2,128) followed by housekeeping (i.e., 
19.35%, n = 991). In addition to that, the average cost for replacing an operational 
employee was USD7,257 (e.g., advertising for replacement and managerial time spent on 
recruiting new employees), and most money (USD2,210) was spent in managerial time 
and training of new employees. A study by Lu, Lu, Gursoy, and Neale (2016) examined 
how employee positions influenced employee work behaviors (i.e., work engagement, job 
satisfaction, turnover intentions) and found that work engagement was significantly 
associated with job satisfaction and turnover intentions. These results indicated that 
increases in work engagement leads to increases in job satisfaction and decreases in 
turnover intentions. Additionally, Moncarz et al. (2009) examined the impact of lodging 
organizational practices (e.g., hiring, promoting, training, rewarding, and compensating) 
on employee turnover and found that employee recognition, rewards, and compensation 
practices decreased non-managerial employee turnover. 
 Compensation and employee perceived quality of life 
  Acknowledging the significant positive and negative impacts of compensation on 
employee work behaviors, employers should strive to set base pay so that it is adequate to 
cover the costs of living. A study by Ling, Yusof, Nik Mahmood, and Soon (2014) found 
that inequality issues arise because there are more rural areas in Malaysia (e.g., Kelantan, 
Pahang, Perak) compared to urban areas (e.g., Johor, Kuala Lumpur, Pulau Pinang); 
hence they suggested that the Malaysian government distinguish the minimum wage rate 
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according to sector differences and cost of living in each state, rather than impose the 
same minimum wage rate throughout Peninsular Malaysia. Ideally, setting the minimum 
wage at RM1,000 consistently throughout Peninsular Malaysia might impact employees 
from each state differently as some states have a higher cost of living (e.g., Kuala 
Lumpur) and some states have a lower cost of living (e.g., Perak). Government and 
policymakers are responsible for ensuring that the minimum wage is adequate to provide 
individuals and their families with the economic means to meet their basic living needs. 
In other words, setting an adequate minimum wage level and a good compensation 
system will boost employees’ quality of life, which is beyond merely improving 
employees’ quality of work life (e.g., good working environment). Regarding employees’ 
quality of work life, Muhamad Noor and Abdullah (2012) surveyed 120 manufacturing 
employees in Malaysia and found that employee job satisfaction, job involvement, and 
job security were significantly associated with employee quality of work life.  
 Quality of life refers to the well-being of an individual (or employee) and takes 
into employees’ satisfaction with their financial condition given their family needs (e.g., 
adequate wages, adequate family time) (e.g., Sirgy, Efraty, Siegel, & Lee, 2001). 
Initially, the Malaysian government set the monthly minimum wage level at RM900 for 
Peninsular Malaysia and RM800 for other parts of Malaysia (Attorney General’s 
Chambers Malaysia, 2012). After examining the effectiveness of the first policy 
implementation in 2013, the Malaysian government increased the minimum wage level to 
RM1,000 for Peninsular Malaysia and RM920 for other parts of Malaysia (Attorney 
General’s Chambers Malaysia, 2016), approximately three years after the first policy 
implementation. Such actions demonstrate that the Malaysian government is committed 
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to continuously improving employee living standards and decreasing the country’s 
dependence on unskilled non-Malaysian employees (Shanmugam, 2016), therein more 
Malaysians will be attracted given the wage level and decide to join the labor force. 
Employees might perceive themselves as having a good quality of life when employers 
offer equitable compensation, which is also a good way to attract and retain employees.  
 Based on the review of literature, the current study was developed to 
comprehensively assess the impact of minimum wage policy implementation on 
employee satisfaction with compensation, employee work behaviors, and employee 
perceived quality of life. The research methods will be discussed in the next section. 
Methods 
Sample and procedure 
The target population for this study was employees working at three-, four-, and five-star 
hotels in Malaysia. The list of hotels based on star-rating was provided by the Ministry of 
Tourism and Culture Malaysia (MOTAC, 2016). Employees from the operational- and 
lower- to middle-level management currently or previously working in hotels were 
chosen as the sample. A bilingual (i.e., English, Malay) online questionnaire was 
developed using Qualtrics® software and distributed using an alumni email list as well as 
social networking sites (e.g., Facebook, LinkedIn). The alumni list was from a university 
in Malaysia with a hospitality program, therefore potentially reaching the target 
population. A person in-charge of the alumni list distributed the survey link to 
approximately 300 alumni who graduated between 2010 and 2017. Dillman, Smyth, and 
Christian (2014) addressed the challenges of using the Internet for survey distribution; 
one of these challenges being that the number of members comprising the population is 
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unknown. Therefore, the number of participants that were contacted through social media 
is unknown. However, this study used multiframe surveys (combining social media 
websites and alumni email addresses frames) as recommended by Dillman et al. (2014) to 
assure that all members of the population are included in the sampling frame, thus 
potentially increasing the sample size. After initial contact, a total of three follow-up 
reminders were sent after initial distribution, as recommended by Dillman et al. (2014). A 
RM20 (USD4.50) voucher was awarded to one out of every 50 participants who 
voluntarily entered a drawing. Institutional Review Board approval was obtained prior to 
any recruitment efforts. 
Pilot tests 
Two pilot tests were conducted prior to the final questionnaire distribution. The pilot tests 
were done to verify understanding of the items and assure the online system worked 
properly; pilot participants included current and former employees of Malaysian hotels. 
Pilot study participants were not included in the final sample.    
Measures 
The scales used in this study were proven valid and reliable (i.e., Gagne et al., 2010; 
Heneman & Schwab, 1985; Schaufeli et al., 2006; Weiss & Dawis, 1967). Each is 
described next. 
 Perception of minimum wage policy 
 Perception of minimum wage policy was measured using 14 items adapted from 
Joo-Ee (2016) and using a Likert-type scale ranging from 1 = strongly disagree to 5 = 
strongly agree. Example statements included, “The minimum wage policy has improved 
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my total salary” and “The minimum wage policy has encouraged more Malaysians to 
work”. The scale reliability for this study was 0.784.  
 Satisfaction with compensation 
 Satisfaction with compensation was evaluated using the Pay Satisfaction 
Questionnaire (PSQ) with 18 items and using a Likert-type scale ranging from 1 = very 
dissatisfied to 5 = very satisfied (Heneman & Schwab, 1985). Example statements 
included: “I am (satisfied) with my take-home pay” and “I am (satisfied) with my benefit 
package”. The scale reliability for this study was 0.953. 
 Employee work behaviors  
 Four measures were used to evaluate employee work behaviors including work 
engagement, work motivation, job satisfaction, and turnover intention. A brief description 
of each measure of work behaviors is presented next. 
 Employee work engagement was measured using the Utrecht Work Engagement 
Scale (UWES) with nine items and using a Likert-type scale ranging from 0 = never to 6 
= always (every day) (Schaufeli et al., 2006). Example statements included: “At my 
work, I am proud pf the work I do” and “I am enthusiastic about my job”. The scale 
reliability for this study was 0.943.  
 Employee work motivation was measured using the Motivation at Work Scale 
(MAWS) with 12 items and using a Likert-type scale ranging from 1 = strongly disagree 
to 7 = strongly agree (Gagne et al., 2010). Example statements included: “This job 
fulfills my career plans” and “I have to be the best in my job, I have to be a “winner”. 
The scale reliability for this study was 0.942.  
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 Employee job satisfaction was measured using seven selected items from the 
Minnesota Satisfaction Questionnaire (MSQ) with a Likert-type scale ranging from 1 = 
very dissatisfied to 5 = very dissatisfied (Weiss & Dawis, 1967). Example statements 
included: “The way company policies are put into practice” and “The praise I get for 
doing a good job”. The scale reliability for this study was 0.911. 
 Employee turnover intention was measured using four selected items from Roodt 
(2004) with a Likert-type scale ranging from 1 = never to 5 = always and 1 = highly 
unlikely to 5 = highly likely. Example statements included: “How often have you 
considered leaving your jobs?” and “How likely are you to accept another job at the same 
compensation level should it be offered to you?”. The scale reliability for this study was 
0.754. 
 Perceived quality of life 
 Employee perceived quality of life was measured using ten items on a seven-point 
Likert-type scale ranging from 1 = very untrue to 7 = very true (Sirgy et al., 2001). 
Example statements included: “This hotel cares for its employees and their families” and 
“My job allows for adequate family time”. The scale reliability for this study was 0.943. 
Data Analysis Plan 
Data were coded and analyzed using the Statistical Program for Social Science (SPSS) 
version 20. Descriptive statistics were used (e.g., frequencies, percentages) to summarize 
data distribution. Correlation analysis was used to explore the relationship between the 
variables while independent-samples t-test was used to examine the differences between 
groups. 
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Findings and Discussion 
Participant description 
From a total of 293 participants, 54 responses were eliminated due to ineligibility (i.e., 
“Never worked in a hotel”). Completion rate ranged from 63% to 100%; most of the 
missing data were in demographic questions. Differences in the mean scores for all 
variables between groups with no missing data and with missing data were computed 
using independent-samples t-test and no significant difference between these two groups 
was found; hence, all 239 responses were included in the final sample. 
Table 4.1. Characteristics of participants (n = 158-239) 
Characteristics n % 
Sex   
Male 62 38.8 
   Female 98 61.3 
Total 160 100.0 
   
Age (years)   
19-25  41 25.6 
26-35  88 55.0 
36-45  17 10.6 
46-55  10 6.3 
Over 55  4 2.5 
Total 160 100.0 
   
Highest education level completed   
STPM (Malaysian Higher School Certificate), SPM (Malaysian 
Certificate of Education), or below 
21 13.1 
Diploma or Bachelor’s Degree 117 73.1 
Master’s Degree or Doctor of Philosophy 22 13.8 
Total 160 100.0 
   
Work status   
Currently working in a hotel 108 45.2 
Previously worked in a hotel 131 54.8 
Total 239 100.0 
   
Department   
Front office 36 22.5 
Food and beverage 68 42.5 
Housekeeping 8 5.0 
Engineering 2 1.3 
Administration 24 15.0 
Others 22 13.8 
Total 160 100.0 
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Table 4.1. (continued) 
Characteristics n % 
Supervisory responsibilities   
Yes 174 72.8 
No 65 27.2 
Total 239 100.0 
   
Average number of hours worked per week   
Less than 40 hours 24 15.1 
40-50 hours 89 56.0 
More than 50 hours 46 28.9 
Total 159 100.0 
   
Years worked at current hotel   
Less than 1 year 58 36.5 
1-2 years 48 30.2 
3-5 years 25 15.7 
6-10 years 13 8.2 
11-15 years 7 4.4 
Over 15 years 8 2.0 
Total 159 100.0 
 
Years working in the hotel industry   
Less than 1 year 47 29.6 
1-2 years 35 22.0 
3-5 years 39 23.9 
6-10 years 13 8.2 
11-15 years 15 9.4 
Over 15 years 11 6.9 
Total 160 100.0 
   
Working at the time minimum wage policy was implemented 
(January 1, 2013) 
  
Yes 106 44.4 
No 133 55.6 
Total 239 100.0 
   
Monthly income   
Less than RM1,000 (less than USD236) 11 7.0 
RM1,000 – RM5,000 (USD236 - 1,120) 139 88.0 
More than RM5,001 (More than USD1,120) 8 5.0 
Total 158 100.0 
 
All participants were Malaysian citizen; the majority of them currently or 
previously worked in five-star hotels (n = 71, 44.4%; four-star, n = 50, 31.3%; three-star, 
n = 39, 24.4%). More females participated in the survey than males (female, n = 98, 
61.3%; male, n = 62, 38.8%). Most of the participants were from the central region of 
Malaysia (n = 75, 46.9%), which consists of highly urbanized states (e.g., Kuala Lumpur, 
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Selangor) with a higher cost of living compared to other states (Central Bank of 
Malaysia, 2016). As can be seen in Table 4.1, the majority of the participants worked 40 
or more hours per week at their current hotel (n = 135, 84.9%) and most participants 
earned between RM1,000 to RM5,000 per month (n = 139, 88.0%), which is more than 
the minimum wage baseline of RM1,000 per month. The percentage of participants not 
working (n = 133, 55.6%) at the time when minimum wage policy was implemented on 
January 1, 2013 was slightly more than those who worked (n = 106, 44.4%). Nonetheless, 
participants who were not working on January 1, 2013 were still affected by the 
minimum wage policy as they were employed after the policy implementation. 
Additionally, participants reported that their total work hours had not changed (n = 109, 
68.6%) since the minimum wage policy took effect. Some participants revealed that they 
worked more than their scheduled hours (n = 64, 40.3%) while some worked as per their 
scheduled hours (n = 92, 57.9%) (see Table 4.1).  
Descriptive and correlational analyses  
The mean scores and standard deviation for each measure was examined to see how 
participants responded to each item in the questionnaire. Furthermore, the strength as 
well as the direction (positive or negative) of the relationship between variables were 
explored and are presented next. 
Table 4.2. Means and standard deviations for study variables (n = 157-239) 
Measure M SD 
Employee Perception of Minimum Wage Policy   
Aware of the Minimum Wage Policy. 3.88 1.02 
Trade union should continue fighting for salary increases. 3.83 1.06 
Know the method to calculate salary. 3.65 1.17 
Policy has increased inflation and the cost of living. 3.41 1.20 
Policy has encouraged more Malaysians to work. 3.31 1.19 
Policy does not benefit me. Employer awarded less service points to me.  3.19 1.11 
Policy only benefits the unskilled non-Malaysian workers.  3.17 1.22 
Policy increased labor cost causing industry to be less competitive.  3.15 1.20 
Confident of receiving a salary package. 3.13 1.09 
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Table 4.2. (continued) 
Measure M SD 
Policy does not benefit me. Employer reduced allowance.  3.09 1.15 
Policy has improved my base salary. 3.03 1.26 
Policy has improved my total salary. 2.97 1.19 
Salary reflects industry’s salary for same qualifications and experience. 2.94 1.20 
Policy is irrelevant to because salary levels are already satisfactory.  2.30 1.16 
Mean Score 3.22 0.62 
   
Employee Satisfaction with Compensation    
How the company administers pay. 3.31 1.12 
Consistency of the company’s pay policies.  2.87 1.12 
The value of my benefits. 2.77 1.04 
Amount the company pays toward my benefits. 2.76 0.88 
My current salary. 2.75 0.99 
Influence my supervisor has on my pay. 2.74 1.01 
Pay of other jobs in the company. 2.72 0.95 
My overall level of pay. 2.69 1.00 
The number of benefits I receive. 2.69 0.98 
My benefit package.  2.68 0.99 
Information the company gives about pay issues of concern to me. 2.65 1.12 
Size of my current salary.  2.65 0.93 
The company’s pay structure. 2.64 1.01 
My take-home pay. 2.60 0.97 
How my raises are determined. 2.59 1.02 
Differences in pay among jobs in the company. 2.56 0.95 
The raises I have typically received. 2.51 1.00 
My most recent raise. 2.46 0.96 
Mean Score 2.70 0.76 
   
Employee Work Motivation    
My work is my life and I don’t want to fail. 4.86 1.60 
I have to be the best in my job, I have to be a “winner”. 4.78 1.59 
My reputation depends on it. 4.76 1.55 
I have fun doing my job. 4.73 1.59 
I enjoy this work very much. 4.67 1.61 
This job fits my personal values. 4.62 1.63 
The moments of pleasure that this job brings me. 4.60 1.52 
This job affords me a certain standard of living. 4.49 1.63 
It allows me to reach my life goals. 4.40 1.64 
This job fulfills my career plans. 4.43 1.59 
The paycheck. 3.96 1.82 
It allows me to make a lot of money. 3.64 1.73 
Mean Score 4.51 1.28 
   
Employee Work Engagement    
I get carried away when I am working. 5.43 1.34 
I am proud of the work that I do. 5.25 1.46 
I am enthusiastic about my job. 5.22 1.41 
At my work, I am bursting with energy. 5.20 1.28 
I feel happy when I am working intensely. 5.17 1.45 
At my job, I feel strong and vigorous. 5.09 1.26 
My job inspires me. 5.07 1.46 
I am immersed in my work. 5.00 1.41 
When I get up in the morning, I feel like going to work. 4.42 1.68 
Mean Score 5.10 1.18 
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Table 4.2. (continued) 
Measure M SD 
Employee Job Satisfaction    
Feeling of accomplishment. 3.58 1.05 
Chance to make use of my abilities. 3.54 1.12 
Chance to do different things. 3.53 1.02 
Praise I get for doing a good job. 3.19 1.15 
Way my boss handles his/her workers. 3.04 1.25 
Way company policies are put into practice. 3.02 1.16 
My pay and the amount of work I do. 2.78 1.17 
Mean Score 3.25 0.93 
   
Employee Turnover Intention    
Getting another job that will better suit personal needs 3.67 1.22 
Considered leaving your job 3.50 1.19 
Frustrated when no opportunity to achieve personal work-related goals 3.45 1.12 
Accept another job at same compensation level 3.72 1.05 
Mean Score 3.60 0.87 
   
Employee Perceived Quality of Life    
My job allows me to stay healthy. 3.59 1.72 
My job is designed with flexibility. 3.49 1.91 
I can manage my job and also attend my family. 3.48 1.77 
My job provides well for my family. 3.42 1.86 
I am satisfied with what I’m getting paid for my work. 3.31 1.75 
My job allows for adequate family time. 3.20 1.85 
I feel that my supervisor cares about my financial wellbeing. 3.13 1.76 
This hotel cares for its employees and their families. 3.13 1.71 
I don’t hear much gripping from my co-workers about their pay. 3.01 1.77 
Hotel offers a program to help employees manage finances. 2.68 1.67 
Mean Score 3.26 1.47 
Notes. Perception of minimum wage policy scale from 1=strongly disagree to 5=strongly agree; 
Satisfaction with compensation scale from 1=very dissatisfied to 5=very satisfied; Work motivation scale 
from 1=strongly disagree to 7=strongly agree; Work engagement scale from 0=never to 
6=always/everyday; Job satisfaction scale from 1=very dissatisfied to 5=very satisfied; Turnover intention 
scale from 1=never to 5=always and 1=highly unlikely to 5=highly likely; Perceived quality of life scale 
from 1=very untrue to 7=very true. 
 
Table 4.3. Correlations for study variables  
Measure 1 2 3 4 5 6 7 
1. Perception of 
minimum wage 
policy  
-       
2. Satisfaction  
       with compensation  
0.301** -      
3. Work motivation 0.436** 0.423** -     
4. Work engagement 0.332** 0.316** 0.739** -    
5. Job satisfaction 0.374** 0.604** 0.640** 0.600** -   
6. Turnover  
       intention 
-0.113 -0.315** -0.342** -0.297** -0.399** -  
7. Perceived quality of 
life 
0.376** 0.639** 0.496** 0.354** 0.691** -0.435** - 
** p < 0.01 level (2-tailed). 
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Table 4.2 shows the mean scores and standard deviations across all variables. For 
the perception of minimum wage policy, participants slightly agreed that they were aware 
of the policy (M = 3.88, SD = 1.02) and believed that trade union should continue 
fighting for implementation, so their total salaries increased (M = 3.83, SD = 1.06). Using 
a nominal scale (i.e., yes/agree, no/disagree), Joo-Ee (2016) found that 57% of the 
participants (n = 98) believed that they were aware of the wage policy, either through 
media (e.g., online, newspapers, magazines) and/or their friends and relatives and 64% of 
the participants (n = 109) believed that trade unions can play a role in making sure the 
wage policy will increase employees’ total salaries.  
For employee satisfaction with compensation, participants were neither satisfied 
nor dissatisfied with their compensation, based on the overall mean score of 2.70 (SD = 
0.76). Participants were slightly dissatisfied with the raises that they typically received 
(M = 2.51; SD = 1.00), including the most recent raise (M = 2.46; SD = 0.96). For 
employee work motivation, participants slightly agreed that they did not want to fail (M = 
4.86; SD = 1.60). In fact, they slightly agreed that they had to be the best and be a 
“winner” (M = 4.78; SD = 1.59) as their reputation depends on the job (M = 4.76;         
SD = 1.55). For employee work engagement, most of the item mean scores indicated that 
the participants were often engaged at work. For instance, participants reported very often 
getting carried away (M = 5.43; SD = 1.34) and proud of the work that they do (M = 5.25, 
SD = 1.46). In addition to that, participants were enthusiastic (M = 5.22, SD = 1.41) and 
energetic (M = 5.20; SD = 1.28) about their work. 
For employee job satisfaction, participants were slightly satisfied with the feeling 
of accomplishment they get from the job (M = 3.58; SD = 1.05), the chance to make use 
131 
 
 
 
of their abilities (M = 3.54; SD = 1.12), and the chance to do different things (M = 3.53; 
SD = 1.02). At the same time, the participants were neither satisfied nor dissatisfied when 
comparing their pay with the amount of work that they did for the organization (M = 
2.73; SD = 1.17). For employee turnover intention, participants often dreamed about 
getting another job that better suited their personal needs (M = 3.67; SD = 1.22) and were 
likely to accept another job at the same compensation level (M = 3.72; SD = 1.05). 
Sometimes they even considered leaving their job (M = 3.50; SD = 1.19).  
 Table 4.3 displays significant relationships among the study variables. All the 
relationships were significant, except for employee perception of minimum wage policy 
and employee turnover intention. The highest correlation score was between employee 
work motivation and work engagement (r = 0.739) and the lowest correlation score was 
between employee work engagement and turnover intention (r = -0.297).  
 An independent samples t-test was used to examine differences in the mean scores 
between groups (see Table 4.4). Cohen’s guidelines for effect sizes (Pallant, 2013, pp. 
251) was used for the interpretation. The first comparison was done between groups 
currently and previously working in hotels showed no significant differences in mean 
scores for all variables. The second comparison between groups with and without 
supervisory responsibilities showed no significant differences in the mean scores for the 
perception of minimum wage policy, satisfaction with compensation, job satisfaction, and 
turnover intention. The third comparison was done between groups working and not 
working in hotels when the policy was implemented and showed no significant 
differences in the mean scores for all variables, except for work engagement (p = 0.011 < 
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0.05). The magnitude of differences in the means for the three comparisons between 
groups resulted in a small effect size (eta squared < 0.01) (see Appendix H and I). 
 These series of analyses shed new light in terms of how Malaysian hotel 
employees’ perception of the minimum wage policy and their satisfaction with 
compensation impacted their work behaviors. Additional analysis investigating the 
differences between three groups (i.e., currently versus previously working in hotels; 
supervisory versus no supervisory responsibilities; working versus not working during 
policy implementation) provides evidence of similarities and differences. Next, a specific 
discussion on each research objective is presented. 
RO1: Analyze if there is a relationship between employee perception of the minimum 
wage policy and employee satisfaction with compensation  
The relationship between employee perception of the minimum wage policy and 
satisfaction with compensation was investigated where a moderate, positive correlation 
between the two variables was found (r = 0.301, p < 0.01); a high score in perception of 
minimum wage policy was associated with a high score in satisfaction with 
compensation. Likewise, a low score in perception of minimum wage policy was 
associated with a low score in satisfaction with compensation. Such results resonate with 
findings from the MAH (2013a, 2013b) that indicated hotel employees were unhappy 
with their total take-home pay since the minimum wage policy took effect; probably 
these employees’ perception of minimum wage policy at the time when the MAH study 
was conducted, negatively affected by how their employers restructure compensation. 
Approximately 34% of the Malaysian hotel operators eliminated part of the service 
charge portion while 32% of the Malaysian hotel operators eliminated the service charge 
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portion from employee monthly wage calculation (MAH, 2013b). The current study 
found that participants’ overall perception of minimum wage policy was neutral even 
though they were aware of the policy. Meanwhile, participants’ overall satisfaction with 
compensation was trending towards neutral, which somewhat indicated that participants 
were neither satisfied nor dissatisfied with their compensation.     
 At the initial stage of policy implementation, Joo-Ee (2016) investigated 
hospitality employees’ perceptions of minimum wage policy and found that 54% (n = 92) 
agreed that the minimum wage could increase their base salary while 44% (n = 75) 
agreed the wage policy could increase their total salary. At that point in time, only a few 
hotels had implemented the wage policy (MAH, 2013a, 2013b). Therefore, most 
participants had fewer experiences with the minimum wage policy implementation, hence 
influencing their responses to the survey questions. Although the policy was first 
introduced in January 2013, most companies started to execute the policy later in 
October. Consequently, it could be said that Joo-Ee (2016) measured the pre-effect of the 
policy implementation and the results might be different if the same study was conducted 
one or two years after actual policy implementation. Nonetheless, the current study 
contributes new findings given employee perception of minimum wage policy was 
measured after approximately five years of policy implementation.   
RO2: Identify the relationship between employee satisfaction with compensation and 
employee perceived quality of life 
The relationship between employee satisfaction with compensation and employee 
perceived quality of life was investigated where a large, positive correlation between the 
two variables was found (r = 0.639, p < 0.01); a high score in employee satisfaction with 
134 
 
 
 
compensation was associated with a high score in employee perceived quality of life. 
Similarly, a low score in employee satisfaction with compensation was associated with a 
low score in employee perceived quality of life. Even though the minimum wage policy 
increased the base wage (RM900 for Peninsular Malaysia and RM800 for other parts of 
Malaysia) and increased the poverty level income in Malaysia (from RM800 in 2009 to 
RM950 in 2014), Shanmugam (2016) reported that employees still perceived the 
minimum wage level as too low. This is probably because the base wage is only slightly 
higher than the poverty level income. Starting July 2016, the Malaysian government 
increased the minimum wage level to RM1,000 for Peninsular Malaysia and RM920 for 
other parts of Malaysia (Attorney General’s Chambers Malaysia, 2016). The new base 
wage might have enhanced employee perception of the minimum wage. Such an increase 
is helpful to meet the basic needs of employees and their families, thus potentially 
improving employees’ satisfaction with their compensation.  
RO3: Examine the relationships between employee satisfaction with compensation and 
employee work behaviors 
The relationship between satisfaction with compensation and employee work behaviors 
was individually investigated. There was a moderate, positive correlation between 
employee satisfaction with compensation and employee work motivation (r = 0.423,       
p < 0.01); a high score in satisfaction with compensation was associated with a high score 
in work motivation. This result is consistent with other researchers who have studied the 
role of compensation, irrespective of changes in wage policies, on employee work 
motivation (e.g., Ghazanfar et al., 2011; Igalens & Roussel, 1999; Negash et al., 2014; 
Pratheepkanth, 2011). Stringer, Didham, and Theivananthampillai (2011) examined 
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employees’ motivation, satisfaction with compensation, and job satisfaction and found 
that satisfaction with compensation significantly associated with intrinsic motivation and 
job satisfaction. Additionally, DiPietro, Kline, and Nierop (2014) found that good wages 
were among the top three motivational factors that drive hotel employees at work. Other 
studies also reported similar results in terms of service (e.g., hotel) employees ranked 
good wages as the most important factors that motivate them at work (e.g., Breiter, 
Tesone, Leeuwen, & Rue, 2002; Islam & Ismail, 2008). Based on these results, it is 
reasonable to say that employee satisfaction with compensation is one of the most 
important drivers of employee motivation at work, even under circumstances of changing 
compensation systems. 
 Additionally, there was a moderate, positive correlation between employee 
satisfaction with compensation and employee work engagement (r = 0.316, p < 0.01); a 
high score in satisfaction with compensation was associated with a high score in work 
engagement. Jung and Yoon (2015) investigated the association between employees’ 
satisfaction with compensation, job (or work) engagement, and job withdrawal found that 
employee satisfaction with compensation was significantly associated with job (or work) 
engagement and job withdrawal. Hence, Jung and Yoon (2015) concluded that employees 
become more engaged with their job (or work) when they were satisfied with their 
compensation. 
 Next, there was a large, positive correlation between satisfaction with 
compensation and employee job satisfaction (r = 0.604, p < 0.01); a high score in 
satisfaction with compensation was associated with a high score in job satisfaction. Cruz 
et al. (2014) studied how four variables (i.e., employee wages, type of contract, type of 
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employment, length of service) influenced employees’ job satisfaction and found that 
40.2% (n = 235) of their respondents were satisfied with the job. The level of satisfaction 
among employees significantly increased when the percentage of family dependence on 
their wage increased. In other words, employee satisfaction level increased when the 
family depended on more than 75% of employee wages.  
 Lastly, there was a moderate, negative correlation between satisfaction with 
compensation and employee turnover intention (r = -0.315, p < 0.01); a high score in 
satisfaction with compensation was associated with a low score in turnover intention. Gu 
and Siu (2009) found that an increase in employee overall satisfaction (including 
employee satisfaction with salary and benefits) led to a decrease in employee turnover 
intention. On a similar tone, Moncarz et al. (2009) found that employee recognition, 
rewards, and compensation practices decreased non-managerial employees’ turnover. A 
recent study by Babakus et al. (2017) studied 183 frontline employees also found that 
rewards were negatively associated with turnover intentions. Essentially, adequate 
compensation systems should result in employee satisfaction with compensation, thus 
potentially reducing employee turnover intentions (Moncarz et al., 2009; Rizqi & 
Ridwan, 2015).  
RO4: Assess differences between selected demographic groups 
The independent-samples t-test results show no significant differences in the mean scores 
for all variables between groups currently and previously working in hotels. These groups 
of participants responded in a similar manner for all variables (e.g., perception of 
minimum wage policy was the same irrespective of current or previously working in 
hotels). Additionally, there were no significant differences in the mean scores for the 
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perception of minimum wage policy, satisfaction with compensation, job satisfaction, and 
turnover intention between groups with and without supervisory responsibilities at work 
(see Table 4.4). Lu et al. (2016) examined how employee positions influenced employee 
work behaviors (i.e., work engagement, job satisfaction, turnover intention) and found no 
significant difference in the scores for job satisfaction between participants with and 
without supervisory responsibilities at work (F = 0.15, p > 0.05). Not to mention, these 
two groups had a similar level of job satisfaction (i.e., using a five-point scale ranging 
from 1 = strongly disagree to 5 = strongly agree; with supervisory responsibilities,        
M =3.57; without supervisory responsibilities, M = 3.55).  
 Lu et al. (2016) found significant difference in the mean scores for work 
engagement and turnover intention between employees with supervisory and without 
supervisory responsibilities at work, which contradicted with findings from the current 
study on turnover intention between these two groups (F = 1.459; p = 0.940 > 0.05). 
Furthermore, the current study found no significant differences in the mean scores for all 
variables between groups working and not working during the minimum wage policy 
implementation (except for work engagement, F = 0.973; p = 0.011 < 0.05). One 
plausible explanation might be that employee work engagement changed after the 
minimum wage policy took effect. An increase in the base wage after the minimum wage 
policy implementation could possibly drive employee engagement at work (e.g., more 
enthusiastic, more productive). Riley and Bondibene (2015) recommended that 
companies increase labor productivity to offset the increase in labor costs resulting from 
minimum wage implementation. Therefore, it is reasonable to say that there may be 
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differences in terms of employee work engagement before and after the policy 
implementation in 2013.  
Conclusions and Implications 
Overall, the current study found that the minimum wage increases appeared to enhance 
employees’ work behaviors and employees’ perceived quality of life. Specifically, 
employee perception of minimum wage policy influenced employee satisfaction with 
compensation and employee satisfaction with compensation influenced employee 
perceived quality of life. Additionally, employee satisfaction with compensation is a 
cornerstone of employee work behaviors, which also echoes findings from other studies, 
however, these studies did not consider a wage policy change (e.g., Jung & Yoon, 2015; 
Lu et al., 2016).  
 One of the main causes of employee turnover is dissatisfaction toward 
compensation (MAH, 2013a, 2013b). Practically, findings from this study could help 
Malaysian hotel operators understand how employee satisfaction with compensation 
impacts employee work behaviors and perceived quality of life. Adam’s theory of 
compensation (1963) noted that employees continuously evaluate and monitor the 
monetary (e.g., wages) and non-monetary (e.g., benefits) value that they earn in exchange 
for labor. Therefore, involving employees when designing a compensation system is a 
good strategy so that employees are aware of the compensation system and feel like they 
are part of the organization. In addition to involving employees in the decision-making 
process, hotel operators could reward employees based on their achievements by 
improving motivational factors such as recognition and career growth. Ideally, greater 
recognition for employees’ achievement leads to greater job satisfaction. Hotel operators 
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could also decrease employee job dissatisfaction by improving hygiene factors such as 
providing a better work conditions and job security, as recommended by Herzberg et al. 
(1964) under the two-factor theory. 
 Minimum wage policy implementation in Malaysia has sparked many 
researchers’ interests to study the impact of policy implementation from various 
perspectives. However, this is the only known study to investigate the impact of 
minimum wage policy implementation on hotel employees in Malaysia; most researchers 
focused on the impact of policy implementation from the employers’ viewpoints. 
Therefore, this study is fundamental as it evaluates the impact of minimum wage policy 
on employees’ satisfaction with compensation, work behaviors, and quality of life. 
Theoretically, this study contributes to self-determination theory when examining 
employee work motivation while considering changes in compensation system and an 
increase in minimum wage. The originality of this study contributes to the existing 
literature about minimum wage policies enacted in developing countries as well as in 
hospitality human resource-related studies. 
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Table 4.4. Results of t-tests between groups 
Variable Perception of 
minimum 
wage policy 
Satisfaction 
with 
compensation 
Work 
motivation 
Work 
engagement 
Job 
satisfaction 
Turnover 
intention 
Perceived 
quality of 
life 
M(SD) M(SD) M(SD) M(SD) M(SD) M(SD) M(SD) 
Currently working 3.13(0.59) 2.68(0.79) 4.62(1.31) 4.08(1.24) 3.24(0.96) 3.45(0.93) 3.39(1.49) 
Previously working 3.30(0.64) 2.71(0.73) 4.41(1.25) 4.12(1.13) 3.25(0.91) 3.70(0.81) 3.15(1.45) 
        
        
Supervisory 
responsibilities 
3.27(0.63) 2.70(0.75) 4.68(1.25)* 4.23(1.20)* 3.32(0.94) 3.58(0.90) 3.40(1.50)* 
No supervisory 
responsibilities 
3.01(0.58) 2.70(0.78) 4.07(1.25)* 3.77(1.08)* 3.04(0.87) 3.59(0.80) 2.87(1.29)* 
        
        
Working during 
policy 
implementation 
3.14(0.65) 2.71(0.78) 4.65(1.27) 4.33(1.09)* 3.30(0.84) 3.58(0.87) 3.26(1.48) 
Not working during 
policy 
implementation 
3.29(0.60) 2.68(0.74) 4.39(1.28) 3.92(1.23)* 3.20(1.00) 3.58(0.89) 3.26(1.46) 
Note. All F-test are non-significance at p > 0.05, except those with asterisk* (p < 0.05).
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Limitations and Future Research Recommendations 
Limited geographical representation prevents generalizability of findings to the entire 
population. In that case, examining the impact of the minimum wage policy 
implementation on hotel employees in other developing countries (e.g., Hong Kong, 
Thailand) could help improve the generalizability of findings. As this study only covers 
Malaysian hotel employees, a comparison between Malaysia and other developing 
countries, and a comparison between developed and developing countries might be 
another future research study. Even though some countries already have implemented 
minimum wage policies (e.g., Thailand, United States), future research could investigate 
how the existing minimum wage policies of these countries impacted employee work 
behaviors and perceived quality of life, and further identify if policymakers should 
improve their current minimum wage policies. 
 Moreover, the current study used an electronic survey and distributed online, 
hence current and former hotel employees who did not have an internet connection could 
not participate. Therefore, future research is recommended to conduct this study using a 
qualitative approach (e.g., interview) to gather in-depth information as well as to 
complement findings gathered using survey approach. Future research could interview 
current and former hotel employees in Malaysia to gather rich data about their personal 
perceptions and opinions regarding the impact of minimum wage policy implementation 
in Malaysia and how hotel employees’ satisfaction with compensation impacted their 
work behaviors and perceived quality of life. 
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CHAPTER 5: EXAMINING MOTIVATION, ENGAGEMENT, AND JOB 
SATISFACTION AFTER MINIMUM WAGE POLICY IMPLEMENTATION 
A paper to be submitted to International Journal of Contemporary Hospitality 
Management 
Nur Hidayah Che Ahmat, Susan W. Arendt, Daniel W. Russell, & Others to be 
determined 
Abstract 
Purpose – This study aims to generate novel insights about minimum wage policy 
implementation through a joint assessment of the mediating roles of work motivation, 
work engagement, and job satisfaction in predicting outcomes such as turnover intention 
and work engagement. 
Design/methodology/approach – Data were gathered from hotel employees in Malaysia 
using an electronic survey. A total of 239 responses were used in analyzing direct and 
indirect effects.  
Findings – The findings reveal that employee work motivation, work engagement, and 
job satisfaction fully mediated the relationship between employee satisfaction with 
compensation and employee turnover intention. Only work motivation was found to 
mediate the relationship between employee satisfaction with compensation and employee 
job satisfaction. Additionally, work motivation and job satisfaction mediated the 
relationship between employee satisfaction with compensation and employee work 
engagement. 
Research limitation- Missing data is inevitable in survey research. Due to data missing 
for some of the demographic questions, the moderating effect of certain demographic 
characteristics (e.g., sex, income) could not be assessed.  
148 
 
 
 
Practical implications – Given recent minimum wage policy implementation in 
Malaysia, it is imperative that Malaysian hotel operators understand to what extent 
employee satisfaction with compensation influences employee work behaviors and to 
what extent employee work motivation, work engagement, and job satisfaction mediate 
employee satisfaction with compensation and employee turnover intention. 
Originality/value – This study makes a significant contribution to the hospitality 
compensation research area; specifically on the impact of compensation on employee 
work behaviors, after minimum wage implementation.  
Keywords - job satisfaction, minimum wage, pay satisfaction, work engagement, work 
motivation, turnover intention 
Paper type – Research paper 
Introduction 
Compensation (or pay) is used by employers to reward employees in exchange for labor. 
Milkovich and Newman (2005) defined compensation as, “all forms of financial returns 
and tangible services and benefits employees receive as part of an employment 
relationship” (p.6). Instead of using the term compensation, Williams, McDaniel, and 
Nguyen (2006) used pay and defined it as, “all forms of compensation, such as direct, 
cash payments (e.g., salary) and indirect, noncash payments (e.g., benefits); and the 
amount of pay raises and the process by which the compensation system is administered” 
(pp.392). Although some researchers used pay (e.g., Heneman & Schwab, 1985; 
Williams et al., 2006) and some used compensation (e.g., Biswas, 2013; Milkovich & 
Newman, 2005), this study operationalized pay (money) as part of compensation given 
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employees are entitled to both monetary and non-monetary compensation in return for 
their contributions to organizations.  
 Milkovich and Newman (2005) believed that how people behave at work is 
influenced by how they view their pay. Employees might perceive pay as the key 
indicator of financial security and social wellbeing, managers might perceive pay as a 
crucial factor that influences employee behaviors and organizational performance, while 
society might perceive pay as a measure of justice (Milkovich & Newman, 2005). 
Despite the differences in viewpoints, it is important to note that employees continuously 
evaluate and monitor the exchange relationship they have with their employers (Adams, 
1963). In this context, the exchange relationship means monetary (e.g., wages) and non-
monetary (e.g., retirement benefit) values that employees earn in exchange for labor. 
 Previous researchers confirmed that employee compensation is one of the largest 
expense areas for any organization (e.g., Biswas, 2013; Davidson, Timo, & Wang, 2010; 
MAH, 2013a, 2013b); hence, making good decisions when designing compensation 
systems is crucial because an effective compensation system mutually benefits employers 
and employees. However, if employers make uninformed decision when designing 
compensation systems, the effects may be detrimental and impact employee work 
behaviors. Most researchers have examined the impact of compensation on overall hotel 
performance (e.g., Lee & Kim, 2009; Namasivayam, Miao, & Zhao, 2007). Instead, this 
study focused on the impact of compensation on employee work behaviors. Indubitably, 
employers’ decisions about compensation could impact their employees in positive or 
negative ways. A positive impact will ultimately benefit employers (e.g., employee 
retention) and employees (e.g., motivation) while a negative impact might be costly for 
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companies (e.g., cost to replace an existing employee). For this reason, examining the 
impact of compensation on employee work behaviors is crucial. 
 The Malaysian government implemented a minimum wage policy in 2013. 
Minimum wage is a base salary (excluding overtime, existing allowances, and other 
benefits) and was initially set at RM900 (USD215) for Peninsular Malaysia and RM800 
(USD191) for Sabah, Sarawak, and Federal Territory of Labuan (Attorney General’s 
Chambers of Malaysia, 2012). In 2016, the minimum wage was increased to RM1,000 
(USD236) for Peninsular Malaysia and RM920 (USD217) for Sabah, Sarawak, and 
Federal Territory of Labuan (Attorney General’s Chambers of Malaysia, 2016). A two-
phase study conducted by the Malaysian Association of Hotels (MAH, 2013a, 2013b), 
after the first minimum wage revealed that senior employees believed they were being 
treated unfairly by their employers because newly-hired employees received the same 
base pay as seniors. It seems reasonable to deduct that this inequitable treatment could 
potentially encourage employees to leave organizations. Consequently, employers should 
be transparent when communicating about compensation systems to employees because 
employees might not be aware of the current compensation systems used by their 
employers. It is important to note that employee awareness of compensation could 
influence employee behavior at work (e.g., Gagne & Forest, 2008; Joo-Ee, 2016; MAH, 
2013a, 2013b). Abundant research is found examining the impact of compensation on 
individual employee work behaviors (e.g., Babakus, Yavas, & Karatepe, 2017; Cruz, 
Lopez-Guzman, & Canizares, 2014; Ghazanfar, Chuanmin, Khan, & Bashir, 2011; Gu & 
Siu, 2009; Jung & Yoon, 2015; Moncarz, Zhao, & Kay, 2009; Negash, Zewude, & 
Megersa, 2014); however, this study is unique in that it assessed combined work 
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behaviors (i.e., work motivation, work engagement, job satisfaction, and turnover 
intention) after a minimum wage policy was implemented in Malaysia.  
Study purpose 
This study was developed to jointly investigate the mediating roles of employee work 
motivation, work engagement, and job satisfaction in predicting turnover intention. 
Specifically, this study seeks to answer six research questions in context of the recent 
minimum wage increase in Malaysia: 
1) To what extent does employee work motivation mediate the relationship between 
employee satisfaction with compensation and job satisfaction? 
2) To what extent does employee work motivation, work engagement, and job 
satisfaction mediate the relationship between employee satisfaction with 
compensation and turnover intention?  
3) To what extent does employee work engagement and job satisfaction mediate the 
relationship between employee work motivation and turnover intention?  
4) To what extent does employee job satisfaction mediate the relationship between 
employee work motivation and work engagement?  
5) To what extent does employee work motivation and job satisfaction mediate the 
relationship between employee satisfaction with compensation and work 
engagement?  
6) To what extent does employee work engagement mediate the relationship between 
employee job satisfaction and turnover intention? 
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 The next section introduces the relevance and significance of the study. Then, the 
theoretical model is used to explain relationships of employee satisfaction with 
compensation and employee work behaviors. 
Relevance and significance of the study 
Employee compensation is a neglected area of research (Gupta & Shaw, 2014). An 
examination of the hospitality management literature demonstrates that there is still a 
need for empirical research concerning employee compensation and how it impacts 
employee work behaviors. To date, empirical studies pertaining to the impact of 
compensation on employee work behaviors in the hospitality industry is sparse (e.g., 
Cruz et al., 2014; Gu & Siu, 2009; Jung & Yoon, 2015). In addition to that, most of the 
existing hospitality studies investigated the impact of compensation on one employee 
work behavior at a time. For instance, Cruz et al. (2014) examined how employee wages 
influenced employees’ job satisfaction while Jung and Yoon (2015) investigated the 
associations between employee satisfaction with compensation and employee job 
engagement as well as between employee satisfaction with compensation and employee 
job withdrawal. This current study provides a more comprehensive view of examining 
the impact of compensation and jointly assessing four employee work behaviors (i.e., 
work motivation, work engagement, job satisfaction, turnover intention) using a strong 
theoretical foundation. Not to mention, this study took into consideration the recent 
increase in minimum wage when examining employee satisfaction with compensation 
and how satisfaction with compensation then influenced employee work behaviors. 
 The implementation of minimum wage policy in Malaysia required employers to 
restructure their compensation. Rationally, any changes in compensation could 
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potentially impact employee work behaviors negatively (e.g., less engaged) or positively 
(e.g., more engaged). Since the implementation of minimum wage policy in Malaysia, 
most researchers studied impact of the policy on employers (e.g., Lee & Yuen, 2015; 
Senasi & Khalil, 2015; Yuen, 2013) while no known studies were found examining the 
impact on employees. Joo-Ee (2016) conducted a study in 2013 to investigate hospitality 
employees’ perceptions of the policy implementation (n = 171) and found that 44% 
believed that their total salary would increase, and 39% believed that employers would 
reduce their compensation. Because most companies only started to execute the wage 
policy in 2013, it seems reasonable that only a few hotels had implemented the wage 
policy and few hotels had completely restructured their compensation at the time of Joo-
Ee’s study. It is important to note that this current study examined employee satisfaction 
with compensation approximately five years after initial policy implementation and only 
one year after another minimum wage increase. 
 Shanmugam (2016) noted that implementing the minimum wage policy in 
Malaysian hotel industry is challenging because of the service charge component 
involved in the employee wage calculation. In Malaysia, hotel employees’ earnings are 
comprised of a low base salary and service charges collected from hotel customers 
(Affandi, 2013). Service charge is an additional fee added to customers’ bills in exchange 
for products and services provided. Hotel management calculates the service charges 
collected from customers each month and divides it among all employees based on the 
employee’s service point. For example, a supervisor would have more service points than 
a waiter. Since the minimum wage policy took effect, most hotels excluded or decreased 
service charges in employee monthly wage calculations, which then impacted employee 
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total take-home pay (e.g., MAH, 2013, 2013b). Owing to that, this study is fundamental 
because employee satisfaction with compensation and how changes in compensation 
influenced work behaviors were investigated.  
 Additionally, the decision to examine the mediating roles of work motivation, 
work engagement, and job satisfaction concurrently offers an important contribution to 
the current theories on compensation and employee work behaviors. As can be seen, 
more variables are included in this study to examine the consequences of employee 
satisfaction with compensation, thus providing evidence of the impact of compensation 
on Malaysian hotel employees’ work behaviors, after a minimum wage increase. All 
things considered, this study attempts to fill multiple research gaps and contribute to 
understanding mediating roles of work motivation, work engagement, and job satisfaction 
in predicting outcomes such as turnover intention.  
Literature Review and Hypotheses Development 
Employee satisfaction with compensation and its impact on employee work behaviors  
Employee satisfaction with compensation is an overall assessment of employee 
satisfaction with pay (current direct compensation such as salary), benefits (indirect 
compensation such as insurance), pay raises (changes in pay level), as well as pay 
structure and administration (different pay rates of different jobs within an organization) 
(e.g., Heneman & Schwab, 1985). A growing body of literature showed that employee 
satisfaction with compensation predicts employee work behaviors (e.g., Babakus et al., 
2017; Jung & Yoon, 2015; Negash et al., 2014). A detailed description of each work 
behavior and the impact of employee satisfaction with compensation on each work 
behavior follow.  
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 Motivation. Employee motivation can be divided into intrinsic and extrinsic 
behaviors. Intrinsic behavior is driven by internal rewards such as work morale while 
extrinsic behavior is driven by external rewards such as a monetary bonus. Gagne and 
Forest (2008) believe that intrinsic motivation drives employees and thus they find their 
work interesting and satisfying; whereas, extrinsic motivation drives employees to work 
for rewards. Using self-determination theory, Gagne and Deci (2005) distinguished 
motivation into three main categories: amotivation (lack of motivation), extrinsic 
motivation (i.e., external regulation, introjected regulation, identified regulation, 
integrated regulation), and intrinsic motivation (integrally autonomous motivation).  
Zhang, Zhang, Song, and Gong (2016) examined the impact of external regulation, 
introjected regulation, identified regulation, and intrinsic motivation on employee work 
performance in China and found that only identified regulation strongly predicted work 
performance (i.e., task, dedicative, interpersonal, adaptive). Several researchers advocate 
recognizing intrinsic motivation in effective employee motivation and engagement (e.g., 
Chiang & Jang, 2008; Putra, Cho & Liu, 2017) as well as employee job satisfaction 
(Karatepe & Uludag, 2007). Negash et al. (2014) affirmed that employee work 
motivation is strongly influenced by recognition, followed by benefit, pay, and 
promotion. Nonetheless, the use of extrinsic motivation is undeniably important as 
employee lack of satisfaction with compensation also influences motivation to work (e.g., 
DiPietro, Kline, & Nierop, 2014; Ghazanfar et al., 2011; Islam & Ismail, 2008).  
 Job satisfaction. Job satisfaction refers to the extent to which employees feel 
content with their jobs. Herzberg’s two factor theory suggested two factors that can 
satisfy and dissatisfy employee namely motivation factors and hygiene factors (Herzberg, 
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Mausner, & Snyderman, 1964). Motivation factors (e.g., recognition) lead to job 
satisfaction (e.g., greater recognition leads to greater satisfaction) while hygiene factors 
(e.g., salary) have influence on job dissatisfaction (e.g., low salary leads to greater 
dissatisfaction). Hancer and George (2003) found that restaurant employees (n = 798) 
reported higher mean scores for intrinsic factors of job satisfaction (e.g., security, moral 
values, responsibility) compared to extrinsic factors (e.g., career advancement, 
compensation, coworkers, working conditions), and later found that employees were 
more satisfied with the intrinsic aspect of job satisfaction than the extrinsic. In 
contradiction, Gu and Siu (2009) found that employee salary and benefits were reported 
as the most important driver of employee job satisfaction. Bustamam, Teng, and 
Abdullah (2014) found that both financial and non-financial rewards were significantly 
associated with Malaysian hotel employees’ job satisfaction and financial rewards (i.e., 
base salary) strongly impacted employee job satisfaction compared to non-financial 
rewards (e.g., recognition).  
 Previous studies provided empirical evidence on how employee satisfaction with 
compensation influenced employee work motivation (e.g., Negash et al., 2014; Stringer, 
Didham, & Theivananthampillai, 2011) and how employee work motivation affects job 
satisfaction (e.g., DiPietro et al., 2014; Karatepe & Uludag, 2007). DiPietro et al. (2014) 
reported that feeling appreciated (i.e., intrinsic) and good wages (i.e., extrinsic) ranked 
first and second most important as motivational factors. In addition, compensation is one 
of the important motivational factors that could influence employee level of job 
satisfaction on job components (e.g., job security, working conditions). Stringer et al. 
(2011) reported that employee satisfaction with compensation was significantly 
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associated with employee job satisfaction. However, employee satisfaction with 
compensation and employee job satisfaction was significantly associated only with 
intrinsic motivation (e.g., praise from supervisor), but not with extrinsic motivation (e.g., 
pay) (Stringer et al., 2011). Given that the aforesaid studies did not assess the mediating 
effect of work motivation when examining employee satisfaction with compensation and 
job satisfaction, the first direct and indirect hypotheses are proposed (see Figure 5.1):  
H1: Satisfaction with compensation will influence job satisfaction. 
H1a: Work motivation mediates the relationship between satisfaction with 
compensation and job satisfaction.  
 Work engagement. Like motivation and job satisfaction, employee work 
engagement is another work behavior variable often studied when examining employee 
satisfaction with compensation (e.g., Jung & Yoon, 2015). Employee work engagement is 
defined as “a positive, fulfilling work-related state of mind that is characterized by vigor, 
dedication, and absorption” (Schaufeli, Bakker, & Salanova, 2006, p.702). Simply stated, 
when employees are engaged, there is an emotional commitment that makes these 
employees passionate about their work and the organization for which they work. Jung 
and Yoon (2015) affirmed that employee benefits, pay level, and pay structure 
significantly impacted employee work engagement while employee overall satisfaction 
with compensation affected employee job withdrawal. In addition, Jung and Yoon (2015) 
mentioned that employees become more engage with their work when they were satisfied 
with their salary and vice versa whereas Ghazanfar et al. (2011) noted that employees 
who were highly satisfied with their compensation were highly motivated at work. 
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Ideally, work motivation drives work engagement; hence, testing the mediating effect of 
work motivation is crucial.  
 Lu, Lu, Gursoy, and Neale (2016) provided empirical evidence that increases in 
employee work engagement leads to increases in employee job satisfaction. Interestingly, 
Babakus et al. (2017) found no significant association between rewards and work 
engagement; however, they found a significant association between empowerment and 
employee work engagement. Simply put, when a manager empowers employees or gives 
employees authority in making decisions and solving problems, these employees are 
more passionate and more confident about their work. Given these findings, it is crucial 
to assess the role of job satisfaction in mediating the relationship between employee 
satisfaction with compensation and work engagement; rationally, employees who are 
empowered to make decisions are more satisfied with their jobs. Accordingly, the 
following hypotheses are proposed: 
H2: Satisfaction with compensation will influence work engagement. 
H2a: Work motivation mediates the relationship between satisfaction with 
compensation and work engagement. 
H2b: Job satisfaction mediates the relationship between satisfaction with 
compensation and work engagement. 
H2c: Work motivation and job satisfaction mediate the relationship between 
satisfaction with compensation and work engagement. 
 Despite the arguments about intrinsic and extrinsic motivations by previous 
researchers (e.g., Hancer & George, 2003; Stringer et al., 2011), Putra et al. (2017) found 
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that extrinsic motivation was significantly associated with intrinsic motivation and both 
extrinsic and intrinsic motivations were significantly associated with work engagement 
(i.e., vigor, dedication, absorption). Nevertheless, as Herzberg’s two-factor theory 
indicates, improving motivational factors (e.g., recognition) will increase employee job 
satisfaction while improving hygiene factors (e.g., salary) will decrease employee job 
dissatisfaction (Herzberg et al., 1964). Hence, it seems reasonable to test the mediating 
role of job satisfaction when examining the association between work motivation and 
work engagement. The aforesaid discussion prompts the following hypotheses:  
H3: Work motivation will influence work engagement. 
H3a: Job satisfaction mediates the relationship between work motivation and 
work engagement. 
 Turnover intention. Employee turnover intention refers to whether an employee 
plans to leave their current employer (e.g., Lacity & Iyer, 2008). It is important to 
highlight that employee turnover is costly for companies (e.g. Davidson et al., 2010; Fitz-
Enz, 2009). Davidson et al. (2010) investigated actual turnover rates and found that the 
turnover rate among operational employees was higher than the turnover rate among 
managerial employees; food and beverage departments recorded the highest turnover rate 
followed by housekeeping. Additionally, Davidson et al. (2010) reported that the average 
cost for replacing an operational employee was USD7,257, at the time. Meanwhile, 
Boushey and Glynn (2012) stated that the cost to replace one employee is equal to “one-
fifth” of an employee’s salary. For the hospitality industry, high turnover rates can add up 
to significant costs for companies. After minimum wage policy implementation in 
Malaysia, the MAH (2013b) found that hotel employers’ decisions related to 
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compensation systems contributed to high turnover. Employees who preferred higher pay 
quit their jobs and went to hotels that kept the service charge element in the wage 
calculation. Such findings by the MAH (2013b) aligned with Rizqi and Ridwan (2015) 
who noted that employee turnover intention is influenced by employee satisfaction with 
compensation. Although these studies did not measure the mediating role of work 
motivation, it seems reasonable to say that employee work motivation would be 
influenced by employee satisfaction with compensation and intention to leave their job. 
 The relevant writings on employee satisfaction with compensation and its impact 
on employee turnover intention provides evidence concerning the inverse association 
between employee satisfaction with compensation and employee turnover intention (e.g., 
Gu & Siu, 2009; Mahdi et al., 2012) as well as how employee work behaviors (i.e., work 
motivation, work engagement, job satisfaction) mediate the association between 
employee satisfaction with compensation and employee turnover intention. For instance, 
DuPlooy and Roodt (2010) as well as Rigg, Day, and Adler (2013) found an inverse 
relationship between work engagement and turnover intentions, while several other 
researchers found an inverse relationship between job satisfaction and turnover intention 
(e.g., Gu & Siu, 2009; Lacity & Iyer, 2008; Lu et al. 2016; Mahdi, et al., 2012). Based on 
these findings, this study addresses the following hypotheses:  
H4: Satisfaction with compensation will influence turnover intention. 
H4a: Work motivation mediates the relationship between satisfaction with 
compensation and turnover intention. 
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H4b: Work engagement mediates the relationship between satisfaction with 
compensation and turnover intention. 
H4c: Job satisfaction mediates the relationship between satisfaction with 
compensation and turnover intention. 
H4d: Work motivation and work engagement mediate the relationship between 
satisfaction with compensation and turnover intention. 
H4e: Job satisfaction and work engagement mediate the relationship between 
satisfaction with compensation and turnover intention. 
H4f: Work motivation and job satisfaction mediate the relationship between 
satisfaction with compensation and turnover intention. 
H4g: Work motivation, job satisfaction, and work engagement mediate the 
relationship between satisfaction with compensation and turnover 
intention. 
 Other than examining how employee satisfaction with compensation will 
influence employee turnover intention, this study also examines how employee work 
motivation influences employee turnover intentions. Several researchers highlighted the 
inverse relationship between work motivation and turnover intention (e.g., Bonenberger, 
Aikins, Akweongo, & Wyss, 2014; Dysvik & Kuvaas, 2010). Bonenberger et al. (2014) 
found that both motivation and job satisfaction were significantly associated with 
turnover intention; however, their study did not examine the mediating role of job 
satisfaction. Dysvik and Kuvaas (2010) found that intrinsic motivation is the most 
important predictor of turnover intention, while a later study by Putra et al. (2017) found 
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that both intrinsic and extrinsic motivation were associated with work engagement. 
Nonetheless, these studies did not examine the mediating effects of work engagement, 
albeit various studies showed that work engagement influenced employee turnover 
intention (DuPlooy & Roodt, 2010; Malik & Khalid, 2016). Therefore, it is postulated 
that:   
H5: Work motivation will influence turnover intention. 
H5a: Work engagement mediates the relationship between work motivation and 
turnover intention. 
H5b: Job satisfaction mediates the relationship between work motivation and 
turnover intention. 
H5c: Job satisfaction and work engagement mediate the relationship between 
work motivation and turnover intention. 
 In addition to work motivation and turnover intention, some studies were found 
that examined the association between job satisfaction and turnover intention. Jang and 
George (2012) studied hotel employees (n = 609) and found significant associations 
between job satisfaction and turnover intention and employee job satisfaction 
significantly impacted employee turnover intention. This echoes finding by Lu et al. 
(2016) and Karatepe and Uludag (2007) who also found that increases in employee job 
satisfaction leads to decreases in employee turnover intention. Moreover, Lu et al. (2016) 
found that work engagement was associated with job satisfaction and turnover intention, 
which contradicted findings by Babakus et al. (2017) who found no association between 
work engagement and turnover intention. Nonetheless, Lu et al. (2016) did not assess the 
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mediating role of work engagement when investigating the association between employee 
job satisfaction and turnover intention. Reasonably, employees who are engaged at work 
are more likely to feel satisfied with their job, hence potentially having less intention to 
leave their job. Accordingly, the following hypotheses are proposed: 
H6: Job satisfaction will influence turnover intention. 
H6a: Work engagement mediates the relationship between job satisfaction and 
turnover intention. 
 
 
 
 
 
 
 
 
  
 
 
 
 
Figure 5.1. Research model. 
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Methods 
Participants and procedure 
Employees from the operational-level and lower/middle management level who worked 
in three-, four-, and/or five-star hotels in Malaysia were asked to participate. An 
electronic bilingual (i.e., English, Malay) questionnaire was developed and translated 
using the back-translation method (Brislin, 1970). To further check cross-linguistic 
comparability, two Malaysian professors fluent in Malay and English checked the 
questionnaire. The questionnaire was then pretested twice on participants with similar 
characteristics to the target population to identify if there were any problems with the 
questionnaire. Minor changes were made as a result of the pretesting process (e.g., the 
order of questions was changed to reduce potential dropouts).  
 The questionnaire link was disseminated through social media websites (e.g., 
Facebook, LinkedIn) and to alumni email addresses. The alumni list (graduates 2010 - 
2017) was from a university in Malaysia with a hospitality program, hence potentially 
reaching the target population. The survey link was distributed to approximately 300 
alumni by a person in-charge of the alumni association. Dillman, Smyth, and Christian 
(2014) noted that the list of identified members of the population is unknown when 
researchers use the Internet for survey distribution; hence, the number of participants that 
were contacted via social media was undeterminable. However, this study used 
multiframe surveys by combining social media platforms and an alumni list (as suggested 
by Dillman et al., 2014) to assure that members of the population were incorporated in 
the sampling frame. A screening question was used to assure all respondents had been or 
currently were hotel employees. A followed-up was sent one week after distribution, as 
165 
 
 
 
recommended by Dillman et al. (2014). As an incentive, a RM20 (USD4.50) gift 
certificate was given randomly to 2% of the participants. This study was approved by the 
appropriate university institutional review board.  
Measures 
The questionnaire consisted of five scales adapted from previous studies. Employee 
satisfaction with compensation was measured with 18 items from the Pay Satisfaction 
Questionnaire (PSQ) (Heneman & Schwab, 1985) while employee job satisfaction was 
measured with seven relevant items from the Minnesota Satisfaction Questionnaire 
(MSQ) (Weiss & Dawis, 1967). Responses to all items of these variables were on a five-
point scale (1 = very dissatisfied to 5 = very satisfied). Employee work motivation was 
measured using the Motivation at Work Scale (MAW) with 12 items and responses on a 
seven-point scale (1 = strongly disagree to 7 = strongly agree) (Gagne et al., 2010). 
Employee work engagement was measured using the Utrecht Work Engagement Survey 
(UWES) with nine-item and responses on a six-point scale (0 = never to 6 = always/every 
day) (Schaufeli et al., 2006). Employee turnover intention was measured using four 
relevant items from Roodt (2004) and responses on a five-point scale (1 = never/highly 
unlikely to 5 = always/highly likely). All the scale reliability scores (0.754 – 0.953) for 
this study were acceptable (Cortina, 1993; Hair, Black, Babin, & Anderson, 2010).  
Data Analysis 
This study specified all the variables as latent variables, where multiple item measures of 
the constructs were included in the model. Four constructs were included in the PSQ (i.e., 
pay level, benefits, pay raise, pay structure) (Heneman & Schwab, 1985), three constructs 
were included in the UWES (i.e., vigor, dedication, absorption) (Schaufeli et al., 2006), 
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four constructs were included in the MAWS (i.e., intrinsic motivation, identified 
regulation, introjected regulation, external regulation) (Gagne et al., 2010), and three 
constructs were included in the MSQ (i.e., intrinsic, extrinsic, general) (Weiss & Dawis, 
1967). Because there was no specific construct for the turnover intention scale, using 
item parceling method as recommended by Little, Cunningham, Shahar, and Widaman 
(2002), two items were randomly assigned into two constructs as all four items loaded 
onto the same factor and the loadings were closely identical. Little et al. (2002) suggested 
that researchers use item parcels if they are interested in observing the relationship 
among constructs.  
 Using Mplus program version 8, the measurement model was evaluated first using 
the maximum likelihood estimation procedure to test the theoretical model as shown in 
Figure 5.1, followed by the latent variable model. Geiser (2013) noted that the association 
between variables in the model can be precisely estimated when using latent variables. 
Finally, the hypothesized indirect effects were tested using bootstrap sampling method to 
examine the mediating roles of work motivation, work engagement, and job satisfaction 
as depicts in the model (see Figure 5.1).  
Results 
Sample profile 
Two-hundred ninety-three participants took the survey, 239 responses were used in the 
analysis, after eliminating those who failed the screening questions (e.g., never worked in 
a hotel). More females participated (61.3%, n = 98) than males (38.8% n = 62). The 
largest group of participants were between 19 to 35 years old (80.6%, n = 129) and most 
of the participants had at least a Diploma or Degree (73.1%, n = 117). The majority of the 
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participants had worked at the current hotel for five years or less (82.4%, n = 131). More 
than 70% of the participants had been working in the hotel industry for five years or less 
(75.5%, n = 120). On average, participants worked 40 hours or more per week (84.9%,    
n = 135) and most earned more than RM1,000 (USD236) per month (93.1%, n = 147), 
which was more than the minimum wage. All participants had been impacted by the new 
minimum wage policy implementation (see Table 5.1). 
Table 5.1. Respondents’ profile (n =158-239) 
Characteristics n % 
Sex   
Male 62 38.8 
Female 98 61.3 
 
Age (years)   
19-35 129 80.6 
36-55 27 16.9 
Over 55 4 2.5 
 
Education level    
Malaysian Higher School Certificate, Malaysian Certificate of 
Education or below 
21 13.1 
Diploma or Degree 117 73.1 
Master or Doctor of Philosophy 22 13.8 
 
Income level (monthly)   
Less than RM1,000 (USD236) 11 7.0 
RM1,000 – RM5,000 (USD236 – USD1,120) 139 88.0 
More than RM5,001 (USD1,120) 8 5.0 
 
 
Table 5.2. Means and standard deviations for study variables (n = 157-239) 
Measure M SD 
Satisfaction with compensation   
Pay structure/administration 2.78 0.80 
Benefits 2.72 0.86 
Pay level 2.67 0.84 
Pay raise 2.58 0.83 
Mean Score 2.70 0.76 
Work motivation 
  
Introjected regulation 4.80 1.44 
Intrinsic motivation 4.68 1.51 
Identified regulation 4.48 1.49 
External regulation 4.04 1.45 
Mean Score 4.51 1.28 
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Table 5.2. (continued) 
Measure M SD 
Work engagement   
Absorption 5.21 1.22 
Dedication 5.18 1.32 
Vigor 4.91 1.26 
Mean Score 5.10 1.18 
Job satisfaction   
Intrinsic satisfaction 3.55 0.95 
Extrinsic satisfaction 3.03 1.13 
General satisfaction 2.99 1.05 
Mean Score 3.25 0.93 
Turnover intention 
  
Turnover intention 2 (i.e., consider leaving job, accept 
another job) 
3.61 0.88 
Turnover intention 1 (i.e., getting another job, frustrated 
when not given the opportunity) 
3.55 1.07 
Mean Score 3.60 0.87 
 
Testing the measurement and the causal model 
The adequacy of a theoretical model is judged in terms of how well it “fits” the observed 
data. Results from the analysis showed that the measurement model provided an adequate 
fit to the data, 𝑋2(94, N = 239) = 267.261, p < 0.001, comparative fit index (CFI) = 0.94, 
root-mean-square error of approximation (RMSEA) = 0.088. Loadings of the measured 
variables on the latent variables were highly significant (p < 0.001) and greater than 0.60 
(see Table 5.3). The average variance extracted (AVE) estimates range from 59.6% for 
turnover intention, 68.4% for work motivation, 72.2% for job satisfaction, 77.2% for 
satisfaction with compensation to 80.2% for work engagement, which exceed the 50% 
rule of thumb by Hair et al. (2010). The composite reliabilities scores range from 0.96 for 
turnover intention to 0.99 for satisfaction with compensation, work motivation, work 
engagement, and job satisfaction, which exceed 0.70 as recommended by Hair et al. 
(2010) (see Appendix J). In other words, all constructs suggest convergent validity. Table 
5.4 presents the correlations among the measured variables. Additionally, Table 5.5 
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tabulates the correlations among the latent variables included in the model, which shows 
evidence of discriminant validity (r < 0.85) as suggested by David (2016). All AVE 
estimates are greater than the corresponding interconstruct squared correlations estimates 
in Table 5.5 (above diagonal) and show no problems with discriminant validity for the 
model as suggested by Hair et al. (2010).  
 Next, the causal model was tested to evaluate the fit of the hypothesized structural 
equation model shown in Figure 5.1. Results indicated that the causal model provides an 
adequate fit to the data with fit indices that were similar to the measurement model, 
𝑋2(94, N = 239) = 267.261, p < 0.001, CFI = 0.94, RMSEA = 0.088. Standardized 
coefficients for the paths included in the model are shown in Figure 5.2.  
 
Table 5.3. Confirmatory factor analysis results 
Scale items Standardized 
loading 
Standard error t-value α 
Satisfaction with compensation    0.953 
Pay structure/administration 0.906 0.016 58.281  
Pay raise 0.906 0.015 58.495  
Benefit 0.854 0.020 41.824  
Pay level 0.846 0.021 39.635  
Work engagement 
   0.943 
Dedication 0.938 0.014 67.721  
Absorption 0.910 0.016 57.155  
Vigor 0.836 0.024 35.398  
Work motivation 
   0.942 
Identified regulation 0.947 0.013 75.128  
Intrinsic motivation 0.871 0.019 45.981  
Introjected regulation 0.836 0.023 36.415  
External regulation 0.618 0.044 14.111  
Job satisfaction 
   0.911 
Extrinsic satisfaction 0.908 0.020 46.278  
General satisfaction 0.874 0.022 39.251  
Intrinsic satisfaction 0.759 0.035 21.884  
Turnover intention 
   0.754 
Turnover intention 1 0.781 0.069 11.366  
Turnover intention 2 0.763 0.068 11.206  
Notes: All loadings are significant at 0.01 level; α= Coefficient alpha.
 
 
 
 
1
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Table 5.4. Correlations among the measured variables 
Variable 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 
1. Pay level -                
2. Benefits 0.720 -               
3. Pay raise 0.791 0.770 -              
4. Pay structure 0.751 0.791 0.811 -             
5. Intrinsic 
motivation 
0.288 0.241 0.301 0.286 -            
6. Identified 
regulation 
0.327 0.311 0.335 0.352 0.832 -           
7. Introjected 
regulation 
0.245 0.261 0.288 0.331 0.702 0.792 -          
8. External 
regulation 
0.484 0.454 0.472 0.482 0.493 0.554 0.602 -         
9. Vigor 0.303 0.198 0.284 0.293 0.632 0.622 0.545 0.417 -        
10. Dedication 0.337 0.273 0.287 0.294 0.743 0.747 0.629 0.449 0.771 -       
11. Absorption 0.308 0.203 0.258 0.253 0.606 0.674 0.626 0.447 0.782 0.855 -      
12. Intrinsic 
satisfaction 
0.357 0.387 0.438 0.491 0.522 0.582 0.505 0.526 0.582 0.619 0.599 -     
13. Extrinsic 
satisfaction 
0.503 0.476 0.556 0.630 0.446 0.502 0.438 0.553 0.471 0.417 0.430 0.685 -    
14. General 
satisfaction 
0.569 0.479 0.588 0.600 0.376 0.459 0.396 0.553 0.441 0.373 0.420 0.624 0.806 -   
15. Turnover 
intention 1 
-0.255 -0.185* -0.286 -0.296 -0.306 -0.277 -0.196 -0.285a -0.290 -0.262 -0.230 -0.273 -0.340 -0.350 -  
16. Turnover 
intention 2 
-0.283 -0.170* -0.302 -0.302 -0.314 -0.307 -0.226 -0.190 -0.255 -0.243 -0.176* -0.283 -0.345 -0.320 0.595 - 
Notes: All correlations are significant at the 0.01 level, except for * p < 0.05, two-tailed. a correlation is not significant (p > 0.05). 
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Table 5.5. Correlations and squared correlations among the latent variables 
Variable 1 2 3 4 5 
1. Satisfaction with compensation - 0.18 0.10 0.37 0.10 
2. Work motivation 0.423** - 0.55 0.40 0.12 
3. Work engagement 0.317** 0.739** - 0.34 0.09 
4. Job satisfaction 0.608** 0.630** 0.579** - 0.16 
5. Turnover intention -0.311** -0.342** -0.297** -0.405** - 
Note: N=239.  All correlations are significant at the 0.01 level, two-tailed. Values below the diagonal are 
correlation estimates among variables and values above the diagonal are squared correlations. 
 
 Several mediation relationships between predictor variables are specified in the 
model as shown in Figure 5.1 as well as in the list of hypotheses mentioned earlier. The 
statistical significance of these hypothesized indirect effects were tested with bias-
corrected bootstrap sampling procedure using Mplus program. The total indirect effects 
of variables as shown in Figure 5.1 are presented in Table 5.6 together with the specific 
statistically significant mediational paths (see Table 5.6, from H1a to H6a). The lower and 
upper 2.5% contain the lower and upper bounds of 95% confidence intervals. Based on 
the 95% confidence interval results, several indirect paths tested were significant because 
these confidence intervals do not include zero when α = 0.05, thus providing empirical 
support for some hypotheses related to the mediation effects.  
 Figure 5.2 presents the model with standardized estimates. Some of the causal 
paths tested were significant and some were not. The causal path from satisfaction with 
compensation on job satisfaction was significant (β = 0.538, p < 0.01); hence H1 is 
supported. However, the causal paths from satisfaction with compensation on turnover 
intention (β = -0.090) as well as from satisfaction with compensation on work 
engagement (β = -0.080) were not significant (p > 0.05); hence, H2 and H5 are not 
supported. Similarly, H3 and H6 are not supported as the causal paths from work 
motivation on turnover intention (β = -0.190) and from job satisfaction on turnover 
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intention (β = -0.332) were not significant. The causal path from work motivation on 
work engagement is significant (β = 0.737, p < 0.01), therefore H4 is supported. 
 As shown in Table 5.6, several indirect paths tested were significant. 
Specific results for each hypothesis related to mediation effects is discussed 
next. Employee work motivation significantly mediated the relationship 
between employee satisfaction with compensation and employee job 
satisfaction; hence, H1a is supported. Following this, all the mediation effects 
tested from H2a to H2c are supported. Employee work motivation and job 
satisfaction significantly mediated the relationship between employee 
satisfaction with compensation and employee work engagement. Subsequently, 
employee job satisfaction did not significantly mediate the relationship between 
employee work motivation and work engagement, thus, H3a is not supported. 
Interestingly, employee work motivation, work engagement, and job satisfaction 
significantly mediated the relationship between employee satisfaction with 
compensation and employee turnover intention, thus, H4a to H4g are supported. 
Employee work engagement and job satisfaction did not mediate the 
relationship between employee work motivation and employee turnover 
intention; hence H5a to H5c are not supported. Employee work engagement was 
not significantly mediating the relationship between employee job satisfaction 
and employee turnover intentions; hence H6a is not supported.
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Figure 5.2. Estimates of structural equation modeling.  ** p < 0.01 
Endogenous variables R2 
Work motivation 16.9% 
Work engagement 67.1% 
Job satisfaction 61.2% 
Turnover intention 26.3% 
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Table 5.6. Statistically significant indirect effects of the predictor variables  
Predictor Effect 
estimate 
95% CI Standardized 
effect estimate 
Satisfaction with compensation to Job satisfaction  0.161 [0.091, 0.250] 0.159 
H1a: Satisfaction with compensation > Work motivation > Job satisfaction    
Satisfaction with compensation to Work engagement 0.621 [0.274, 0.595] 0.426 
H2a: Satisfaction with compensation > Work motivation > Work engagement    
H2b: Satisfaction with compensation > Job satisfaction > Work engagement    
H2c: Satisfaction with compensation > Work motivation > Job satisfaction > Work engagement    
Work motivation to Work engagement 0.054 [-0.004, 0.191] 0.068 
H3a: Work motivation > Job satisfaction > Work engagement    
Satisfaction with compensation to Turnover intention -0.350 [-0.507, -0.111] -0.298 
H4a: Satisfaction with compensation > Work motivation > Turnover intention    
H4b: Satisfaction with compensation > Work engagement > Turnover intention    
H4c: Satisfaction with compensation > Job satisfaction > Turnover intention    
H4d: Satisfaction with compensation > Work motivation > Work engagement > Turnover intention    
H4e: Satisfaction with compensation > Job satisfaction > Work engagement > Turnover intention    
H4f: Satisfaction with compensation > Work motivation > Job satisfaction > Turnover intention    
H4g: Satisfaction with compensation > Work motivation > Job satisfaction > Work engagement > 
Turnover intention 
   
Work motivation to Turnover intention -0.065 [-0.395, 0.218] -0.102 
H5a: Work motivation > Work engagement > Turnover intention    
H5b: Work motivation > Job satisfaction > Turnover intention    
H5c: Work motivation > Job satisfaction > Work engagement > Turnover intention    
Job satisfaction to Turnover intention 0.007 [-0.063, 0.106] 0.006 
H6a: Job satisfaction > Work engagement > Turnover intention    
Notes. The 95% CI shows the lower and upper 2.5% of the bootstrap estimates for the indirect effects. Cases where the CI does not include zero are statistically significant.
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Discussion and Conclusions 
Conclusions 
The study results confirmed that the two main direct hypotheses are supported (i.e., H1,3) 
while another four direct hypotheses are not supported (i.e., H2,4,5,6) due to insignificant 
p-values of the causal paths. The direct path from employee satisfaction with 
compensation to employee job satisfaction was significant (β = 0.538, p < 0.01). Several 
studies found similar evidence in terms of how employee satisfaction with compensation 
impacted employee job satisfaction (e.g., Cruz et al., 2014; Gu & Siu, 2009). Gu and Siu 
(2009) found that salary and benefits was the integral part of employee job satisfaction  
(β = 0.483, p < 0.01) whereas Cruz et al. (2014) found that the level of job satisfaction 
among employees significantly increased when the family dependence on employee wage 
increased to more than 75% of employee wages. Employees with higher family 
dependence on employees’ salary are inclined to be more committed at work and part-
time employees mainly were highly satisfied as they could have a better work-life 
balance than the full-time employees (Cruz et al., 2014).  
 The direct path from employee work motivation to employee work engagement 
was significant (β = 0.737, p < 0.01), which confirms that employee work motivation 
drives employee work engagement. Work motivation includes intrinsic motivation and 
extrinsic motivation (e.g., Gagne & Forest, 2008). Meanwhile, work engagement 
embraces vigor, dedication, and absorption when an employee is completely in his/her 
work-related state of mind (Schaufeli et al. 2006). When an employee is highly motivated 
at work, they are more likely to go above and beyond in terms of putting in more effort, 
as motivated employees are more committed.  
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 The direct path from employee satisfaction with compensation to employee 
turnover intention was not significant (β = -0.090, p > 0.05). One plausible explanation 
might be useful in understanding such results. This direct path was mediated by other 
constructs (i.e., work motivation, work engagement, job satisfaction) because the indirect 
effects tested between satisfaction with compensation and turnover intention was 
significant [-0.507, -0.111]. This confirms the expectation that work motivation, work 
engagement, and job satisfaction mediate the relationship between employee satisfaction 
with compensation and employee turnover intention. Similarly, the path from employee 
satisfaction with compensation to employee work engagement was not significant          
(β = -0.080, p > 0.05), as this path was mediated by other constructs (i.e., work 
motivation, job satisfaction). The indirect effects tested between satisfaction with 
compensation to work engagement was significant [0.274, 0.595], thus confirming the 
expectation that work motivation and job satisfaction mediate the relationship between 
employee satisfaction with compensation and employee work engagement.  
 Even though both direct and indirect paths from employee work motivation to 
employee turnover intention, as well as from employee job satisfaction to employee 
turnover intention, were not significant, the correlational results between these measured 
and latent variables were significant (see Table 5.4 and 5.5). In this case, work motivation 
was correlated with turnover intention, however, employee work motivation was not 
causing employee turnover intention. Likewise, job satisfaction was correlated with 
turnover intention, however, employee job satisfaction was not causing employee 
turnover intention. Indeed, correlation is not causation and this study found interesting 
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results pertaining to the cause and effect of work motivation and job satisfaction on 
turnover intention. 
 Furthermore, it is worth mentioning that the correlations among the four measured 
variables of the PSQ found in this study are slightly stronger (see Table 5.4) than the 
correlations found in Wu and Wang (2008) (i.e., pay level and benefits, r = 0.64; pay 
level and pay raise, r = 0.76; pay level and pay structure, r = 0.76; benefits and pay raise, 
r = 0.58; benefits and pay structure, r = 0.66; pay raise and pay structure, r = 0.82) and 
significantly stronger than the correlations found in Jung and Yoon (2015) (i.e., pay level 
and benefits, r = 0.362; pay level and pay raise, r = 0.497; pay level and pay structure,     
r = 0.534; benefits and pay raise, r = 0.189; benefits and pay structure, r = 0.291; pay 
raise and pay structure, r = 0.498). Additionally, the current study found more specific 
results in terms of how each construct of the PSQ significantly correlated with each 
construct of the UWES, compared to findings in Jung and Yoon (2015); hence providing 
more comprehensive outcomes when looking at the associations between these measured 
variables (see Table 5.4). Findings generated from this study are imperative as it 
considers the changes in hotel compensation system resulting from a minimum wage 
policy implementation in Malaysia. 
 Moreover, this study found that the three constructs of the UWES were 
significantly associated with the job satisfaction measures using the MSQ (see Table 5.4). 
Equally important, this study found that the three constructs of the UWES were 
significantly associated with turnover intentions (see Table 5.4). These results strengthen 
findings by Schaufeli et al. (2002) who sampled undergraduate students from Spain, 
Portugal, and the Netherlands; because they also found that the three dimensions were 
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significantly associated with job satisfaction (i.e., vigor, r = 0.36; dedication, r = 0.45; 
absorption, r = 0.26) and turnover intention (i.e., vigor, r = -0.39; dedication, r = -0.44; 
absorption, r = -0.15); however, their study did not test each work engagement 
construct’s association with each job satisfaction construct separately. 
 As evident from the results reported in this study, eleven out of sixteen mediation 
effects tested through six total indirect paths were significant and confirmed the 
important roles of work motivation, work engagement, and job satisfaction as mediators 
in predicting the outcomes such as turnover intention, as addressed in the research 
questions and hypotheses. Additional important findings gathered in this study and 
discussed in the preceding paragraphs not only complement but also strengthen findings 
by previous researchers (e.g., Jung & Yoon, 2015; Schaufeli et al., 2002; Wu & Wang, 
2008). 
Theoretical implications 
Findings from this study expand current knowledge in several ways. First, other than 
limited empirical work, this study is the first known study that jointly assessed four work 
behaviors (i.e., work motivation, work engagement, job satisfaction, turnover intention) 
simultaneously using strong theoretical underpinnings, while taking into account changes 
in a compensation system and an increase in minimum wage. Second, the theoretical 
model developed in this study adequately fit the data and could be a foundation for other 
researchers to conduct similar studies in other contextual setting. Third, the findings add 
to existing theories, such as self-determination theory for work motivation and two-factor 
theory for job satisfaction. In addition, the decision to examine the mediating roles of 
work motivation, work engagement, and job satisfaction simultaneously is a value-added 
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contribution to existing theories; specifically, on the impact of compensation on 
employee work behaviors.  
Because this study used self-determination theory as the theoretical foundation for 
work motivation, findings gathered from this study extend findings by other researchers 
regarding the significant role of work motivation in influencing other variables such as 
work engagement and job satisfaction. In addition to that, this study contributes 
significantly to the self-determination theory given work motivation was found to 
significantly mediate the relationship between other variables, such as between 
satisfaction with compensation and work engagement and between satisfaction with 
compensation and turnover intention. The addition of more variables in predicting the 
outcomes significantly alters our understanding of the impact of compensation on 
Malaysian hotel employees’ phenomena. 
Practical implications 
This study makes important contributions benefiting stakeholders such as the Malaysian 
government, the Malaysian Association of Hotels, and Malaysian hotel operators. The 
Malaysian government can use findings to supplement other data when considering 
additional revisions to the policy. Moreover, findings will help the Malaysian Association 
of Hotels in acknowledging employees’ perspectives regarding employee satisfaction 
with compensation, work motivation, work engagement, job satisfaction, and turnover 
intention. In another sense, the findings extend findings by the MAH (2013a, 2013b) as 
this study measured to what extent employees’ satisfaction with compensation impacts 
their work behaviors and to what extent some constructs (i.e., work motivation, work 
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engagement, and job satisfaction) mediate the relationship between satisfaction with 
compensation and turnover intention.  
The national minimum wage policy implementation by the Malaysian government 
required Malaysian hotel operators to restructure their compensation systems, which then 
affected Malaysian and non-Malaysian hotel employees. Therefore, findings gathered in 
this study will help educate Malaysian hotel operators about the extent to which 
employee satisfaction with compensation influences employee work behaviors. Findings 
further help Malaysian hotel operators understand the importance of employee awareness 
about current compensation and the crucial nature of employee involvement throughout 
the process. Certainly, it is hoped that Malaysian hotel operators will use findings from 
this study and make informed decisions when designing or restructuring employee 
compensation systems.  
Limitations and future research 
Based on the theoretical model, this study measured the impact of employee satisfaction 
with compensation, after minimum wage policy implementation, on four work behaviors 
(i.e., work motivation, work engagement, job satisfaction, turnover intention). Although 
no known studies have incorporated these four work behaviors and jointly assessed them, 
future research could consider adding other work-behavior related constructs into the 
model (e.g., burnout, empowerment) and examine how these additional work behaviors 
intervene. It is also recommended that researchers adopt the framework developed in this 
study as a foundation to explore more about the impact of compensation on employees. 
For example, by adding employee productivity into the current model, future researchers 
could measure to what extent employee satisfaction with compensation influenced 
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employee work behaviors and productivity, which then allows researchers to test 
additional mediating effects in the model. 
 Missing data were most evident in the demographic questions; hence this study 
did not assess the moderating effect of certain demographic characteristics (e.g., sex, 
education level, income level) on the variables. Therefore, future research could use 
demographic characteristics (e.g., hotel and/or participant characteristics) as the 
moderator or control variables to investigate how these characteristics strengthen or 
weaken the association among variables. 
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ABSTRACT 
This study develops and tests a research model to analyze the overall effects of minimum 
wage policy implementation on hotel employees’ overall perception of the minimum 
wage policy in relationship to satisfaction with compensation, work behaviors, and 
perceived quality of life. An electronic survey was developed, and data were collected 
from hotel employees who worked at three-, four-, and five-star hotels in Malaysia. 
Results from the structural equation modelling analysis and the bootstrap mediational 
effects analysis offered significant empirical findings that will enable understanding of 
the overall effects of minimum wage increases on Malaysian hotel employees. Employee 
perception of minimum wage policy significantly influenced their satisfaction with 
compensation and work motivation. Additionally, employee satisfaction with 
compensation significantly influenced their work motivation, job satisfaction, and 
perceived quality of life. Limitations and future research directions are discussed.  
Keywords: Minimum wage, Pay satisfaction, Quality of life, Work engagement, Work 
motivation, Turnover   
1. Introduction 
   The Ministry of Human Resources Malaysia, through national employment 
studies in 2009, found that nearly 40% of private sector employees earned less than 
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RM700 per month (approximately USD166 depending on exchange rate), which, at the 
time, was below the poverty level of RM800 (USD191) per month (Guie, 2012). 
Knowing that the poverty rate could be reduced by increasing employee total income 
(Yusof, Abdul Rahman, Hassan, & Habibullah, 2016), the Malaysian government took a 
step similar to other countries (e.g., Thailand) and implemented a minimum wage policy 
in 2013. The minimum wage policy set basic wages, excluding any allowances (e.g., 
overtime, transportation) and other employee benefits (NWCC, 2012; Shanmugam, 
2016). 
 The Malaysian government implemented the minimum wage policy throughout 
all businesses in the country and set monthly base salary minimum at RM900 (USD215) 
for Peninsular Malaysia and RM800 (USD191) for other parts of Malaysia (Attorney 
General’s Chambers of Malaysia, 2012). After approximately three years, the initial 
minimum wage was increased by about 10% to RM1,000 (USD236) for Peninsular 
Malaysia and RM920 (USD217) for other parts of Malaysia starting July 2016 (Attorney 
General’s Chambers of Malaysia, 2016). The minimum wage policy objectives include 
favoring employees in terms of assuring that basic needs of employees and their families 
are met and giving social protection to employees through minimum acceptable wages 
(http://minimumwages.mohr.gov.my/). Essentially, the minimum wage policy aims to 
improve the living standards of Malaysian and non-Malaysian employees and reflects the 
Malaysian government’s commitment to overcoming poverty issues in the country. It is 
important to note that the poverty line income in Malaysia increased from RM800 per 
month in 2009 to RM950 per month in 2014 (Shanmugam, 2016).  
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  According to the National Wages Consultative Council (NWCC, 2012), the 
method of restructuring compensation systems is subject to negotiation between 
employer and employee. Nonetheless, minimum wage is a major concern in the 
hospitality industry as employees’ earnings are often comprised of a low base salary and 
service charges collected from customers (Affandi, 2013). Given the seasonal nature of 
hotel business, most hotel operators are afraid that their businesses will suffer during the 
low season. Hotels often use service points, which are determined based on the position 
of an employee, as part of the compensation system to categorize employees based on the 
job they do and how long they have been at the organization. When the service charge 
allocation for the month is low, hotel operators must make up the difference to meet the 
minimum wage level, thereby increasing their operational costs (Mohd Suhaili, 2012). 
Not to mention, the hotel industry is labor-intensive and often times non-Malaysian 
employees are needed to meet labor demands (Mahyut, 2013; Yuen, 2013).  
  The introduction of the minimum wage policy has impacted hotel businesses and 
hotel employees. Several studies are found examining the impact of minimum wage 
policy implementation in Malaysia from business operators’ perspectives (e.g., Lee & 
Yuen, 2015; Senasi & Khalil, 2015; Yuen, 2013), while limited studies are found looking 
from employees’ perspectives (e.g., Joo-Ee, 2016; MAH, 2013a, 2013b). Having that 
point in mind, this study was developed to analyze the overall effects of the minimum 
wage policy implementation on employee work behaviors and perceived quality of life, 
after a minimum wage increase.  
  This study is unique as it examines employees’ perception of minimum wage 
policy, satisfaction with compensation, work behaviors, and perceived quality of life after 
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minimum wage implementation and an increase in minimum wage. For academics and 
researchers, this study offers evidence about the extent to which minimum wage 
impacted hotel employees in Malaysia, a developing country. In addition, findings will 
extend the literature on the study variables as illustrated in the research model (see Figure 
6.1). Even though individual relationships between each of the variables have been 
investigated by other researchers, only a limited number of empirical studies have 
attempted to investigate these variables holistically. Research examining employee work 
behaviors and perceived quality of life while considering a minimum wage 
implementation is also scarce, particularly in the hospitality industry.  
  For policymakers in Malaysia who were involved in the minimum wage policy 
implementation, this study offers a snapshot of the overall effects of minimum wage 
policy implementation on hotel employee satisfaction with compensation, work 
behaviors, and perceived quality of life. Findings also could help policymakers when 
considering sector differences (e.g., services, manufacturing, agriculture, or construction) 
and making decisions about revising the minimum wage policy in the future. 
  For hotel operators, this study offers evidence in terms of to what extent 
compensation system redesigned by hotel operators, after a minimum wage policy took 
effect, impacted employee work behaviors. This further highlights the importance of 
employee involvement during the process of restructuring compensation system as well 
as employee awareness of current compensation used in organization. Employee 
awareness of compensation systems is integral as employers’ decisions about 
compensation systems could influence employee satisfaction with compensation and 
work behaviors (e.g., Gagne & Forest, 2008; Joo-Ee, 2016; MAH, 2013a, 2013b).  
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2. Literature review and hypotheses development 
2.1. National minimum wage policy implementation in Malaysia 
 The minimum wage policy was implemented so that all Malaysian and non-
Malaysian employees could have a better quality of life. Such an increase in employee 
income will also increase their spending and purchasing power, thus improving the 
economic activity of the country (Central Bank of Malaysia, 2013). The policy also aims 
to generate demand for Malaysian employees, highlighting the social obligation of the 
government for its people (Ibrahim & Said, 2015) and at the same time controlling a 
ballooning population of non-Malaysian employees in Malaysia (MOHR, 2013). More 
Malaysian employees are expected to join the industry after minimum wage increases, 
hence decreasing the country’s dependence on non-Malaysian employees. The Malaysian 
government introduced one standardized minimum wage rate for Peninsular Malaysia 
and one minimum wage rate for the other parts of Malaysia, even though the cost of 
living for some states are higher than the others. Therefore, given the second increase in 
the minimum wage in 2016 (Attorney General’s Chambers of Malaysia, 2016), it is 
important to understand to what extent the minimum wage policy has improved the living 
standards of employees, given the rise in cost of living (Mahyut, 2013).  
 The Malaysian Association of Hotels (MAH 2013a, 2013b) conducted a two-
phase study and reported that labor costs increased since the policy took effect in 2013. 
Such increase in hotel operational and labor costs caused hotel operators to eliminate all 
or part of the service charge portion from employee monthly wage calculations, which 
then caused frustration among employees because their total take-home pay decreased 
(MAH 2013a, 2013b). Minimal salary differences between more senior employees and 
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newly hired employees as well as management decision to eliminate the service charge 
portion are partial causes for unmotivated employees, thus contributing to high turnover 
(MAH, 2013a, 2013b).  
 As mentioned, limited studies are found examining the impact of minimum wage 
policy on employees in Malaysia. At the initial stage of policy implementation, Joo-Ee 
(2016) investigated Malaysian hospitality employees’ (n = 171) perceptions regarding 
minimum wage policy implementation and found that 54% (n = 92) believed that the 
policy would increase their base salary while 44% (n = 75) believed that their total salary 
would increase once the policy took effect. Additionally, 58% (n = 99) believed that the 
wage policy could encourage more Malaysian employees to join the industry, so the 
country could decrease reliance on non-Malaysia employees. Whilst Joo-Ee (2016) is 
among the first known study to analyze hospitality employee perceptions on minimum 
wage; Joo-Ee (2016) did not investigate to what extent employee perception of minimum 
wage policy influenced employee work behaviors and their perceived quality of life. For 
that reason, the following hypotheses are proposed: 
H1. Perception of minimum wage policy will influence satisfaction with compensation.  
H2.  Perception of minimum wage policy will influence work motivation. 
H3.  Perception of minimum wage policy will influence work engagement. 
H4.  Perception of minimum wage policy will influence job satisfaction. 
H5. Perception of minimum wage policy will influence turnover intention. 
H6.  Perception of minimum wage policy will influence perceived quality of life. 
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2.2. Satisfaction with compensation and its impact on work behaviors and perceived 
quality of life 
 Satisfaction with compensation includes a general evaluation of employee 
satisfaction with current pay level, benefits, pay raises, and pay structure and 
administration (Heneman & Schwab, 1985). Numerous studies are found examining 
employee satisfaction with compensation in various industries (e.g., Heneman & Schwab, 
1985; De Gieter et al., 2006; Jung & Yoon, 2015). De Gieter et al. (2006) examined for-
profit (i.e., information and communication technologies, finance) and nonprofit (e.g., 
nurses, teachers) employees’ (n = 788) satisfaction with compensation including pay 
level, benefits, pay raises, and structure and administration. Although the overall mean 
scores for both types of employees indicated that they were less than satisfied with 
compensation, employees working at for-profit organizations reported higher mean 
scores than those working for non-profit organizations, particularly for benefits. Clearly, 
employers’ decisions about compensation systems influences employee satisfaction with 
compensation. It is important to acknowledge that employee compensation is one of the 
largest expense items in an organization (e.g., Biswas, 2013; Davidson, Timo, & Wang, 
2010). Therefore, employers should design compensation systems effectively because 
employee satisfaction with compensation influences employee work behaviors (e.g., Jung 
& Yoon, 2015; Negash, Zewude, & Megersa, 2014) and perceived quality of life (e.g., 
Sirgy, Efraty, Siegel, & Lee, 2001). This study reviews the main constructs of employee 
work behaviors, including motivation, engagement, job satisfaction, and turnover 
intention as discussed in the next paragraphs. 
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2.2.1.  Motivation 
 Vroom’s expectancy theory emphasizes that employees will perform when they 
are motivated and motivated behavior is voluntarily shown by an individual at their job. 
Additionally, Vroom (1964) highlighted that employees tend to behave in a way that can 
maximize positive outcomes (e.g., rewards) and minimize negative outcomes (e.g., 
punishments). Nonetheless, Lewin (1935) claimed that peoples’ behaviors are determined 
by events that occurred. For instance, a minimum wage increase would boost employee 
motivation at work while negative events such as when an employer decided to eliminate 
all or part of the service charge portion from employees’ monthly wage calculation 
thereby potentially demotivating employees to work (MAH, 2013a, 2013b). Later, Deci 
and Ryan (1985) introduced self-determination theory to study employee work 
motivation which differentiates autonomous (e.g., intrinsic such as recognition) 
motivation from controlled motivation (e.g., extrinsic such as pay) (e.g., Gagne & Deci, 
2005).  
 Several researchers found evidence that compensation impacts employee work 
motivation (e.g., Ghazanfar, Chuanmin, Khan, & Bashir, 2011; Negash et al., 2014; 
Putra, Cho, & Liu, 2017). Negash et al. (2014) studied the role of compensation on 
university employees’ work motivation (n = 214) and found that 63.2% of employee 
motivation can be explained by pay, promotion, recognition, work conditions, and 
benefits. In other words, all compensation components influenced employee work 
motivation. Additionally, 40% ranked pay as the primary motivational factors while 37% 
ranked benefits as the lowest. Such findings about pay as the primary motivation factors 
corroborates with other researchers who found that employees ranked good wages as the 
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primary motivational factor (e.g., Breiter, Tesone, Leeuwen, & Rue, 2002; Islam & 
Ismail, 2008).  
 Later, DiPietro, Kline, and Nierop (2014) studied lodging employees’ (n = 175) 
motivational factors and found appreciation by superiors was ranked the highest, 
followed by good wages and good working conditions. In addition to that, DiPietro et al. 
(2014) also found that employees were satisfied with their work accomplishments while 
slightly dissatisfied with their pay, and further concluded that compensation is an 
important motivational factor that could influence employee job satisfaction. 
Accordingly, and informed by the literature, the following hypotheses are proposed: 
H7.  Satisfaction with compensation will influence work motivation. 
H8.  Work motivation will influence job satisfaction. 
2.2.2.  Work engagement 
 Work engagement has been widely studied by researchers. There are three 
dimensions used to measure work engagement, including vigor, dedication, and 
absorption (e.g., Schaufeli et al., 2002; Schaufeli, Bakker, & Salanova, 2006). Jung and 
Yoon (2015) studied hotel employees’ satisfaction with compensation on work 
engagement (n = 314) and found that benefits, pay level, and pay structure impacted 
employee work engagement. In contrast, Babakus, Yavas, and Karatepe (2017) studied 
frontline employees (n = 183) and found that rewards did not influence employee work 
engagement.  
 A more recent study by Putra et al. (2017) examined restaurant employees’ 
intrinsic and extrinsic motivations on work engagement (n = 143) and found that both 
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intrinsic and extrinsic motivations influenced employee work engagement. However, the 
direct paths from extrinsic motivation to work engagement dimensions (i.e., vigor, 
dedication, absorption) were no longer significant when Putra et al. (2017) tested both 
intrinsic and extrinsic paths simultaneously on work engagement dimensions. This then 
highlights the role of intrinsic motivation as a driver of employee work engagement (e.g., 
Chiang & Jiang, 2008; DiPietro et al., 2014). This study tested both types of motivations 
combined. The following hypotheses are proposed:  
H9. Satisfaction with compensation will influence work engagement. 
H10. Work motivation (intrinsic and extrinsic) will influence work engagement. 
2.2.3. Job satisfaction 
 Job satisfaction is one of the most widely studied constructs when examining 
employee work behaviors (e.g., Hirschfeld, 2000). Herzberg’s two-factor theory 
emphasizes that motivation factors such as recognition and achievement lead to job 
satisfaction whereas hygiene factors such as salary and working conditions greatly 
influence employee job dissatisfaction (Herzberg, Mausner, & Snyderman,1964). In 
another sense, improving motivational factors will increase employee job satisfaction and 
improving hygiene factors will decrease employee job dissatisfaction. Hancer and George 
(2003) investigated restaurant employees’ job satisfaction (n = 798) and found that the 
intrinsic factor of job satisfaction (e.g., job security) had the highest mean scores than 
extrinsic (e.g., compensation). In contrast, Gu and Siu (2009) found that salary and 
benefits were the key drivers of employee job satisfaction.  
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 Jung and Yoon (2015) found that all four factors influencing employee 
satisfaction with compensation (i.e., pay level, benefits, pay raises, pay structure) affected 
employee work engagement and job withdrawal. Lu, Lu, Gursoy, and Neale (2016) 
examined how employee positions influenced employee work behaviors and found that 
an increase in employee work engagement leads to an increase in job satisfaction. 
Additionally, Lu et al. (2016) found significant differences in vigor, dedication, and 
absorption between managerial (n = 221) and non-managerial (n = 638) employees. On 
the basis of the above studies, another set of hypotheses are proposed: 
H11. Satisfaction with compensation will influence job satisfaction. 
H12. Job satisfaction will influence work engagement. 
2.2.4. Turnover intention 
 Previous researchers affirmed that employee turnover is costly for companies 
(e.g., Davidson et al., 2010; Fitz-Enz, 2009); examining the impact of compensation on 
employee turnover intention is crucial, as intention to leave a job may contribute to actual 
turnover (Bothma & Roodt, 2013). A two-phase study by the Malaysian Association of 
Hotels (MAH, 2013a, 2013b) reported that employers’ decisions on compensation 
systems, after the minimum wage policy took effect, contributed to high turnover rates 
because some employees preferred that the service charge be part of their wage 
calculation. However, many did not include the service charge after policy 
implementation (MAH, 2013a, 2013b). Other studies also found that employee turnover 
intention is influenced by employee satisfaction with compensation (Babakus et al., 2017; 
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Moncarz, Zhao, & Kay, 2009; Rizqi & Ridwan, 2015). According to these studies, 
another hypothesis is proposed, as follows: 
H13. Satisfaction with compensation will influence turnover intention. 
  Employee motivation to work is influenced by their satisfaction with 
compensation (e.g., Ghazanfar et al., 2011; Islam & Ismail, 2008) and low motivation to 
work could be influenced by employee lack of satisfaction with compensation. Several 
studies found the importance of motivation in predicting employee turnover intention 
(e.g., Bonenberger, Aikins, Akweongo, & Wyss, 2014; Dysik & Kuvaas, 2010). While 
other studies suggested the use of intrinsic motivation to effectively motivate employees 
(e.g., Chiang & Jang, 2008; DiPietro et al., 2014); Dysik and Kuvaas (2010) reported that 
intrinsic motivation is the key predictor of turnover intention. Putra et al. (2017) found 
significant association between intrinsic motivation and extrinsic motivation and most 
importantly, both types of motivation influenced employee work engagement. 
Interestingly, Putra et al. (2017) indicated that the presence of extrinsic motivation (e.g., 
monetary reward) did not eliminate employee intrinsic motivation. This further 
emphasizes the importance of both intrinsic and extrinsic motivation, and that intrinsic 
motivation is still needed even if extrinsic motivation is present.  
 Other than work motivation, employee work engagement is another type of work 
behavior that is often used by researchers to study turnover intention. DuPlooy and Roodt 
(2010) reported an inverse relationship between work engagement and turnover 
intentions, indicating that lower work engagement leads to higher turnover intentions (r = 
-0.581, p < 0.05) while Babakus et al. (2017) found no significant association between 
work engagement and turnover intentions. Lu et al. (2016) who studied employee work 
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engagement, job satisfaction, and turnover intentions found that increases in the three 
dimensions of work engagement leads to increases in job satisfaction and decreases in 
turnover intentions. Earlier study by Gu and Siu (2009) noted that higher job satisfaction 
leads to lower turnover intention, which was later supported by Jang and George (2012) 
who studied hotel employees (n = 609) and found that job satisfaction significantly 
causes turnover intention (β = -0.430, p < 0.01). These findings suggested a further set of 
hypotheses, as follows: 
H14. Work motivation will influence turnover intention. 
H15. Work engagement will influence turnover intention. 
H16. Job satisfaction will influence turnover intention. 
2.2.5. Perceived quality of life 
 In addition to examining employee work behaviors, this study investigated 
employee perception regarding their quality of life after a minimum wage increase. 
Quality of life encompasses the well-being of employees and is measured by employees’ 
satisfaction with their financial condition and family needs (e.g., adequate wages, 
adequate family time) (e.g., Sirgy et al., 2001). Recognizing the importance of employee 
quality of life, employers should consider setting a base pay that is sufficient to cover 
cost of living, so that employees will have enough money to maintain a certain standard 
of living (Central Bank of Malaysia, 2016). For that reason, the Malaysian government 
increased the base pay slightly above than the poverty line when setting the minimum 
wage in 2013. Later, in 2016, the Malaysian government increased the base pay from 
RM900 to RM1,000 for Peninsular Malaysia and from RM800 to RM920 for other parts 
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of Malaysia, to ensure that the basic needs of employees and their families would be met. 
Joo-Ee (2016) noted that employees understood how the minimum wage policy would 
change their quality of life as 60% of hospitality employees perceived that cost of living 
would increase after the minimum wage policy took effect. The 2015 annual report by the 
Central Bank of Malaysia (2016) reported different households’ spending patterns for 
households in highly-urbanized states (e.g., Kuala Lumpur, Selangor), in semi-urbanized 
states (e.g., Perak, Kedah), and in less-urbanized states (e.g., Pahang, Kelantan). 
Household spending patterns based on different types of states (i.e., highly-urbanized, 
semi-urbanized, less-urbanized) supported the statistic of monthly salaries and wages of 
employees, where employees who live in urban areas earn more than those who live in 
rural areas (Department of Statistics Malaysia, 2015). In this sense, employees who earn 
more are inclined to spend more on optional goods and services (e.g., clothing, 
restaurants, hotels), whereas employees who earn less prioritize their spending for basic 
needs (e.g., food, shelters). 
  Since the Malaysian government introduced a minimum wage policy and 
increased the minimum wage, the percentage of those employed in urban areas increased 
from 67% in 2000 to 74% in 2014 (Department of Statistics Malaysia, 2014) and the 
poverty level in Malaysia decreased from 1.7% in 2012 to 0.6% in 2014 (Department of 
Statistics Malaysia, 2015). Despite the growth in employment after the minimum wage 
increase, it is important to note that all states in Peninsular Malaysia received the same 
minimum wage rate, albeit some states within Peninsular Malaysia have a higher cost of 
living (e.g., Kuala Lumpur, Pulau Pinang, Johor) (Central Bank of Malaysia, 2016). 
Additionally, the cost of living differs across households depending on their demographic 
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characteristics (e.g., number in household) and area of residence (e.g., rural, urban) 
(Central Bank of Malaysia, 2016). For that reason, Ling, Yusof, Nik Mahmood, and Soon 
(2014) suggested that policymakers consider the cost of living for each state as well as 
the sectoral differences when setting the minimum wage rate given the cost of living is 
different based on the geographical location of the states in Malaysia. Shanmugam (2016) 
acknowledged the challenges in implementing the policy in the hotel industry because the 
service charge portion has historically been used as part of employee wage calculations. 
Findings from the MAH (2013a, 2013b) reported that employers’ decision when 
restructuring the compensation systems influenced employees’ dissatisfaction with 
compensation and high turnover. Lee, Back, and Chan (2015) studied frontline 
employees (n = 178) and found that perceived quality of work life influenced employee 
job satisfaction. Accordingly, and informed by the literature, employee satisfaction with 
compensation and employee work behaviors could influence employee perception of 
quality of life. The foregoing discussion suggests a series of hypotheses to be tested, 
which include the following:  
H17. Satisfaction with compensation will influence perceived quality of life. 
H18. Work motivation will influence perceived quality of life. 
H19. Work engagement will influence perceived quality of life. 
H20. Job satisfaction will influence perceived quality of life. 
H21. Perceived quality of life will influence turnover intention. 
The research model is illustrated in Figure 6.1. 
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Fig. 6.1.  Theoretical hypothesized model. 
 
3. Methods 
3.1.  Data collection and analyses 
 The sample for this study was comprised of employees from the operational-level 
as well as lower- to middle-level management working or previously working at three-, 
four-, or five-star hotels in Malaysia. A self-reported questionnaire with two languages 
(i.e., English, Malay) was used to examine how employee perception of the minimum 
wage policy and satisfaction with compensation impacted employee work behaviors and 
perceived quality of life. The questionnaire was translated, and back-translated to assure 
accuracy, as recommended by Brislin (1970). An electronic questionnaire was developed 
using Qualtrics® software and disseminated via an alumni list (from a university in 
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Malaysia with a hospitality program) and social networking sites (e.g., Facebook, 
LinkedIn). A person in-charge of the alumni association distributed the survey link to 
approximately 300 alumni, who graduated between 2010 and 2017. For social media, the 
list of how many participants were contacted for this study was unable to be determined. 
Dillman, Smyth, and Christian (2014) stated that one of the challenges of using the 
Internet for survey distribution is that the number of people in the population is unknown. 
Therefore, the use of multiframe surveys (combining social media websites and alumni 
list) is recommended by Dillman et al. (2014) as one strategy used to maximize the 
coverage of the sampling frame. Prior to the final questionnaire distribution, two pilot 
tests were conducted to confirm respondents’ understanding of items in the questionnaire 
and to test the online system. Pilot test participants consisted of current and former hotel 
employees in Malaysia and their responses were excluded in the final sample. This study 
was approved by the appropriate institutional review board. 
 Data were coded and analyzed using the Statistical Program for Social Science 
(SPSS) version 20. First, descriptive statistics were used to examine the data distribution 
(e.g., frequencies, percentages). The reliability of the instrument was examined using 
Cronbach’s alpha internal consistency. As portrayed in Figure 6.1, this study used latent 
variables because the relationship between variables in the model can be precisely 
estimates and the measurement errors can be minimized when using latent variables 
(Geiser, 2013). Also, Figure 6.1 shows a fully recursive model which allows for 
associations among constructs. This study maintained the original constructs to preserve 
the meaning of each construct and assist with interpretation. Meanwhile, for those 
variables without specific constructs (i.e., perception of minimum wage policy, perceived 
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quality of life, turnover intention), item parcels were created from a larger set of items for 
better distribution of scores on the measured variables, as recommended by Little, 
Cunningham, Shahar, and Widaman (2002). Three groups were created for the perception 
of minimum wage policy and the perceived quality of life, and two groups were created 
for turnover intention (see Table 6.1). Next, a confirmatory factor analysis (CFA) was 
performed to evaluate the measurement model. After testing the measurement model, a 
structural equation modeling (SEM) together with the indirect effects were analyzed to 
test the hypothesized model and measured seven latent (unobserved) variables as depicts 
in Figure 6.1. Both CFA and SEM models were tested using Mplus program version 8.  
3.2. Measures 
3.2.1. Perception of minimum wage policy 
 Joo-Ee (2016) questionnaire with 14 items were adapted to measure employee 
perception of the minimum wage policy in Malaysia. The original nominal scale (i.e., 
yes/no) was changed to a Likert-type scale ranging from 1 = strongly disagree to 5 = 
strongly agree to measure the level of agreement for each question. Sample items 
included, “The minimum wage policy has improved my base salary”, and “The minimum 
wage policy only benefits the unskilled non-Malaysian workers”. 
3.2.2. Satisfaction with compensation  
 The Pay Satisfaction Questionnaire (PSQ) developed by Heneman and Schwab 
(1985) with 18 items measured pay level, benefits, pay raise, and pay structure and 
administration, was used to measure employee satisfaction with compensation. Each 
question employs a five-point Likert-type scale (1 = very dissatisfied to 5 = very 
satisfied). Sample items included, “I am (satisfied) with how the company administers 
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pay” and “I am (satisfied) with my overall level of pay”. Other researchers also utilized 
the PSQ and found it to be reliable and valid (e.g., Jung & Yoon, 2015).  
3.2.3. Work motivation 
  The Motivation at Work Scale (MAWS) with 12 items developed by Gagne et al. 
(2010) was used to measure employee work motivation. Each question employs a seven-
point Likert-type scale (1 = strongly disagree to 7 = strongly agree). Sample items 
included, “I do this job because of the paycheck” and “I do this job because this job fits 
my personal values”. The MAWS has been validated multiple times in different countries 
using different languages (e.g., Gagne et al., 2015).  
3.2.4. Work engagement 
 The Utrecht Work Engagement Survey (UWES) with nine items developed by 
Schaufeli et al. (2006) was used to measure employee work engagement. Each question 
employs a seven-point Likert-type scale (0 = never to 6 = always/every day). Sample 
items included, “My job inspires me” and “I get carried away when I am working”. Many 
other researchers also used the UWES because it has been proven to be a reliable and 
valid instrument to measure employee work engagement (e.g., DuPlooy & Roodt, 2010; 
Jung & Yoon, 2015, Lu et al., 2016). 
3.2.5. Job satisfaction 
 Employee job satisfaction was measured using seven items from the Minnesota 
Satisfaction Questionnaire (MSQ) focusing specifically on the job (Weiss & Dawis, 
1967). Each question employs a five-point Likert-type scale (1 = very dissatisfied to 2 = 
very satisfied). Sample items included, “I am (satisfied) with the chance to do different 
things from time to time” and “I am (satisfied) with the chance to do something that 
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makes use of my abilities”. Examples of other researchers who also used the MSQ 
include Hancer and George (2003) and Hirchfeld (2000). 
3.2.6. Turnover intention 
 Employee turnover intention was measured using four items from the Turnover 
Intention Scale (TIS) developed by Roodt (2004). Each question employs a five-point 
Likert-type scale (1 = never/highly unlikely to 5 = always/highly likely) and sample item 
included, “How often do you dream about getting another job that will better suit your 
personal needs?” and “How often are you frustrated when not given the opportunity to 
achieve your personal work-related goals?”. Bothma and Roodt (2013) compared the 
number of leavers and stayers after certain period and found a significant difference, thus 
confirming the use of the TIS scale in measuring employee turnover intention and 
predicting actual employee turnover. 
3.2.7. Perceived quality of life 
 Employee perceived quality of life was measured using ten items, focusing on the 
quality of life, from the Quality of Work-Life (QWL) scale developed by Sirgy et al. 
(2001). Each question employs a seven-point Likert-type scale (1 = very untrue to 7 = 
very true). Sample items included, “My job allows me to stay healthy” and “My job 
provides well for my family”. Other studies using the QWL included Kandasamy and 
Ancheri (2009) and Lee et al. (2015).  
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3.2.8. Demographic and hotel characteristics 
 Some of the demographic characteristics measured in this study included sex, age, 
highest education level, department, average number of hours worked per week, years 
worked at current hotel, and monthly income. Additionally, hotel characteristics obtained 
included hotel location and hotel star-rating. 
4.  Results 
4.1. Profile of respondents 
 The respondents consisted of 61.3% females and 38.8% males; they were either 
currently working (45.2%, n = 108) or had previously worked (54.8%, n = 131) in a 
hotel. Most respondents had supervisory responsibilities (72.8%, n = 174) and 44.4% (n = 
106) of the respondents were working when the initial minimum wage policy was 
implemented on January 1, 2013. Nonetheless, all respondents had been impacted by the 
recent minimum wage increase. The largest age group was between 19 to 35 years 
(80.6%, n = 129) and had completed a diploma or degree (73.1%, n = 117). The majority 
of respondents worked for 40 or more hours per week (84.9%, n = 135) and most 
respondents (93%, n = 147) earned more than RM1,000 (USD236) per month which was 
more than the monthly base wage set by the Malaysian government (Attorney General’s 
Chambers of Malaysia, 2016) (see Table 6.1).  
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Table 6.1 
Demographic profile of respondents (n = 158-239). 
Variable Category % Variable Category % 
Age 19-35 80.6 Years worked at  5 years or less 82.4 
 36-55 16.9 current hotel 6 years – 15 years  12.6 
 Over 55 2.5  More than 15 years 5.0 
      
Highest education STPM/SPM 13.1 Years working in  5 years or less 75.5 
 Diploma/Degree 73.1 hotel industry 6 years – 15 years  17.6 
 Master/PhD 13.8  Over 15 years 6.9 
      
Working status Currently working  45.2 Average hours  Less than 40 hours 15.1 
 Previously working  54.8 worked (week) 40 – 50 hours 56.0 
    More than 50 hours 28.9 
      
Department Front office 22.5 Monthly income Less than RM1,000 7.0 
 Food and beverage 42.5  RM1,000 – RM5,000 88.0 
 Housekeeping 5.0  More than RM5,001 5.0 
 Others 30.0    
 
4.2. Profile of hotels 
 Respondents currently working or previously worked in a five-star (44.4%, n=71), 
four-star (31.3%, n = 50), or three-star (24.4%, n = 39) hotel. Many respondents worked 
in a hotel located in the central region of Malaysia (i.e., Kuala Lumpur, Negeri Sembilan, 
Selangor, Putrajaya) (46.9%, n = 75) with the largest number of hotels (MOTAC, 2016), 
followed by the northern region (i.e., Kedah, Perlis, Pulau Pinang, Perak) (21.3%, n = 
34), the east-coast region (i.e., Kelantan, Pahang, Terengganu) (16.9%, n = 27), the 
southern region (i.e., Johor, Melaka) (8.8%, n = 14), and the other regions (i.e., Sabah, 
Labuan, Sarawak) (6.3%, n = 10).  
4.3. Confirmatory factor analysis and reliability check 
 The measurement model adequately fit to the data, 𝑋2(188, N = 239) = 487.902, p 
< 0.001, comparative fit index (CFI) = 0.924, root-mean-square error of approximation 
(RMSEA) = 0.082. Loadings of the measured variables on the latent variables were 
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highly significant (p < 0.001) and ranging from 0.618 to 0.947, which suggests 
convergent validity and considered as acceptable by Hair, Black, Babin, and Anderson 
(2010) (see Table 6.2). The average variance extracted (AVE) estimates range from 
59.4% for turnover intention, 64.9% for perception of minimum wage policy, 68.5% for 
work motivation, 72.2% for job satisfaction, 77.1% for satisfaction with compensation, 
80.2% for work engagement to 86.7% for perceived quality of life, which exceed the 
50% rule of thumb by Hair et al. (2010). The composite reliabilities scores range from 
0.95 for turnover intention, 0.98 for perception of minimum wage policy, to 0.99 for 
satisfaction with compensation, work motivation, work engagement, job satisfaction, and 
perceived quality of life, which exceed 0.70 as recommended by Hair et al. (2010). 
Overall, all constructs suggest convergent validity. Table 6.3 presents the mean, standard 
deviations, correlations as well as the Cronbach’s alpha reliability scores for all the latent 
variables. The correlations among the latent variables shows evidence of discriminant 
validity which is below than 0.85 cut-off point as suggested by David (2016). 
Additionally, all AVE estimates are greater than the corresponding interconstruct squared 
correlations estimates in Table 6.3 (above diagonal). Such results indicate no problems 
with discriminant validity for the model as suggested by Hair et al. (2010) (see Appendix 
K and L).  
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Table 6.2 
Confirmatory factor analysis results. 
Scale items Standardized 
loading 
Standard 
error 
t-value 
Perception of minimum wage policy    
Perception of minimum wage policy 3 (e.g., minimum 
wage policy improved my base salary, minimum 
wage policy increase labor cost) 
0.852 0.037 22.894 
Perception of minimum wage policy 2 (e.g., know 
method of salary calculation, minimum wage policy 
has improved my total salary) 
0.795 0.042 18.817 
Perception of minimum wage policy 1 (e.g., aware of 
minimum wage policy, minimum wage policy does 
not benefit me) 
0.768 0.042 18.211 
Satisfaction with compensation    
Pay structure/administration 0.906 0.016 58.281 
Pay raise 0.906 0.015 58.495 
Benefit 0.854 0.020 41.824 
Pay level 0.846 0.021 39.635 
Work engagement    
Dedication 0.938 0.014 67.721 
Absorption 0.910 0.016 57.155 
Vigor 0.836 0.024 35.398 
Work motivation    
Identified regulation 0.947 0.013 75.128 
Intrinsic motivation 0.871 0.019 45.981 
Introjected regulation 0.836 0.023 36.415 
External regulation 0.618 0.044 14.111 
Job satisfaction    
Extrinsic satisfaction 0.908 0.020 46.278 
General satisfaction 0.874 0.022 39.251 
Intrinsic satisfaction 0.759 0.035 21.884 
Turnover intention    
Turnover intention 1 (i.e., getting another job, 
frustrated when not given the opportunity) 
0.781 0.069 11.366 
Turnover intention 2 (i.e., consider leaving job, accept 
another job) 
0.763 0.068 11.206 
Perceived quality of life    
Perceived quality of life 1 (e.g., hotel offers program 
to help employees invest and manage finances 
effectively) 
0.933 0.013 74.493 
Perceived quality of life 2 (e.g., supervisor cares about 
my financial wellbeing) 
0.933 0.012 76.288 
Perceived quality of life 3 (e.g., my job provides well 
for my family) 
0.928 0.013 71.357 
Note: All loadings are significant at 0.01 level. 
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Table 6.3 
Means, standard deviation, correlations among latent variables, squared correlations, and reliability alpha values. 
Variable M(SD) 1 2 3 4 5 6 7 
1. Perception of minimum wage policy  3.22(0.62) (0.784) 0.09 0.19 0.11 0.14 0.01 0.14 
2. Satisfaction with compensation 2.70(0.76) 0.298** (0.953) 0.18 0.10 0.37 0.10 0.41 
3. Work motivation 4.51(1.28) 0.436** 0.423** (0.942) 0.55 0.40 0.12 0.25 
4. Work engagement 5.10(1.18) 0.334** 0.317** 0.739** (0.943) 0.34 0.09 0.13 
5. Job satisfaction 3.25(0.93) 0.369** 0.608** 0.630** 0.579** (0.911) 0.16 0.51 
6. Turnover intention 3.60(0.87) -0.115 -0.311** -0.342** -0.297** -0.405** (0.754) 0.19 
7. Perceived quality of life 3.26(1.47) 0.373** 0.639** 0.500** 0.356** 0.714** -0.433** (0.943) 
Notes: N=239. Reliability coefficient alpha values are shown on the diagonal. Perception of minimum wage policy, from 1=strongly disagree to 5=strongly 
agree; Satisfaction with compensation, from 1=very dissatisfied to 5=very satisfied; Work motivation, from 1=strongly disagree to 7=strongly agree; Work 
engagement, from 0=never to 6=always/everyday; Job satisfaction, from 1=very dissatisfied to 5=very satisfied; Turnover intention, from 1=never/highly 
unlikely to 5=always/highly likely; Perceived quality of life, from 1=very untrue to 7=very true. Values below the diagonal are correlation estimates among 
latent variables and values above the diagonal are squared correlations.
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5.4. Structural equation model results and hypotheses tests 
 Next, the causal model was tested to evaluate the fit of the hypothesized structural 
equation model shown in Figure 6.1. Results from the analysis indicated that the fit 
indices for the causal model are identical to the measurement model, 𝑋2(188, N = 239) = 
487.902, p < 0.001, CFI = 0.924, RMSEA = 0.082 and were adequately fit (Hair et al., 
2010). Standardized coefficients for the paths included in the model are shown in Figure 
6.2. Among 21 estimated path coefficients, eight paths were statistically significant at the 
0.01 level. The significant paths were observed between employee perception of 
minimum wage policy on other variables, such as satisfaction with compensation (β = 
0.350, p < 0.01) and work motivation (β = 0.366, p < 0.01); hence H1 and H2 are 
supported. The causal paths from satisfaction with compensation to some work behaviors 
such as work motivation (β = 0.286, p < 0.01) and job satisfaction (β = 0.532, p < 0.01), 
as well as to perceived quality of life (β = 0.253, p < 0.01) are significant, thus H7, H11, 
and H17 are supported. The paths from work motivation to work engagement (β = 0.739, 
p < 0.01) and to job satisfaction (β = 0.371, p < 0.01) are significant, supported H8 and 
H10. The path from job satisfaction to perceived quality of life is significant (β = 0.620, p 
< 0.01). The other hypotheses are not supported as the causal paths tested were 
insignificant (p > 0.05). All results are exhibited in Table 6.4 and Figure 6.2.
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Table 6.4  
Detailed information on results of structural equation model analyses. 
Hypothesis Path Total effect Standardized 
estimate 
Standard 
error 
Results of 
hypothesis tests 
H1 Perception of minimum wage policy  Satisfaction with compensation  0.479 0.350** 0.096 Supported 
H2 Perception of minimum wage policy  Work motivation 0.922 0.366** 0.089 Supported 
H3 Perception of minimum wage policy  Work engagement 0.011 0.006 0.093 Not supported 
H4 Perception of minimum wage policy  Job satisfaction 0.052 0.038 0.097 Not supported 
H5 Perception of minimum wage policy  Turnover intention 0.237 0.148 0.143 Not supported 
H6 Perception of minimum wage policy  Perceived quality of life  0.253 0.095 0.087 Not supported 
H7 Satisfaction with compensation  Work motivation 0.526 0.286** 0.071 Supported 
H8 Work motivation  Job satisfaction 0.201 0.371** 0.083 Supported 
H9 Satisfaction with compensation  Work engagement -0.111 -0.076 0.079 Not supported 
H10 Work motivation  Work engagement 0.582 0.739** 0.083 Supported 
H11 Satisfaction with compensation  Job satisfaction 0.529 0.532** 0.070 Supported 
H12 Job satisfaction  Work engagement 0.245 0.168 0.110 Not supported 
H13 Satisfaction with compensation  Turnover intention -0.024 -0.020 0.144 Not supported 
H14 Work motivation  Turnover intention -0.122 -0.192 0.176 Not supported 
H15 Work engagement  Turnover intention -0.025 -0.030 0.183 Not supported 
H16 Job satisfaction  Turnover intention -0.120 -0.102 0.219 Not supported 
H17 Satisfaction with compensation  Perceived quality of life 0.491 0.253** 0.087 Supported 
H18 Work motivation  Perceived quality of life 0.138 0.131 0.127 Not supported 
H19 Work engagement  Perceived quality of life -0.306 -0.228 0.128 Not supported 
H20 Job satisfaction  Perceived quality of life 1.210 0.620** 0.109 Supported 
H21 Perceived quality of life  Turnover intention -0.222 -0.370 0.190 Not supported 
      
Endogenous variables R2    
Satisfaction with compensation 12.2%    
Work motivation 28.9%    
Work engagement 67.1%    
Job satisfaction 61.2%    
Perceived quality of life 68.1%    
Turnover intention 30.8%    
**p < 0.01.
214 
 
 
 
 
 Fig. 6.2.  Results of structural equation model analyses. ** p < 0.01. 
 
 A series of indirect effects were tested to investigate the potential mediating 
effects, thus provide additional evidence to support the results of insignificant direct 
paths. The statistical significance of indirect effects was tested with bias-corrected 
bootstrap sampling procedure using Mplus program. The total indirect effects of variables 
as well as the specific mediational paths are presented in Table 6.5. Based on the 95% 
confidence interval results, six total indirect paths tested were significant when the 
confidence intervals do not include zero (α = 0.05), hence providing empirical support for 
the existence of mediational effects in the model. Satisfaction with compensation, work 
motivation, and job satisfaction significantly mediated the relationship between 
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perception of minimum wage policy and work engagement. Additionally, work 
motivation and job satisfaction significantly mediated the relationship between 
satisfaction with compensation and work engagement. Work motivation was also 
mediated the relationship between satisfaction with compensation and job satisfaction. 
Perceived quality of life, work motivation, work engagement, and job satisfaction 
mediated the relationship between satisfaction with compensation and turnover intention. 
Furthermore, work motivation, work engagement, and job satisfaction mediated the 
relationship between satisfaction with compensation and perceived quality of life. 
Perceived quality of life was also mediated the relationship between work engagement 
and turnover intention.
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Table 6.5 
Statistically significant indirect effects of the predictor variables.  
Predictor Effect 
estimate 
95% CI Standardized effect 
estimate 
Perception of minimum wage policy to Work engagement 0.763 [0.228, 0.561] 0.384 
Perception of minimum wage policy > Satisfaction with compensation > Work 
engagement 
   
Perception of minimum wage policy > Work motivation > Work engagement    
Perception of minimum wage policy > Job satisfaction > Work engagement    
Perception of minimum wage policy > Satisfaction with compensation > Work 
motivation > Work engagement 
   
Perception of minimum wage policy > Job satisfaction > Work engagement    
Perception of minimum wage policy > Satisfaction with compensation > Work 
motivation > Work engagement 
   
Perception of minimum wage policy > Satisfaction with compensation > Job 
satisfaction > Work engagement 
   
Perception of minimum wage policy > Work motivation > Job satisfaction > Work 
engagement 
   
Perception of minimum wage policy > Satisfaction with compensation > Work 
motivation > Job satisfaction > Work engagement 
   
Perception of minimum wage policy to Perceived quality of life 0.815 [0.138, 0.477] 0.306 
Perception of minimum wage policy > Satisfaction with compensation > Perceived 
quality of life 
   
Perception of minimum wage policy > Work motivation > Perceived quality of life    
Perception of minimum wage policy > Work engagement > Perceived quality of 
life 
   
Perception of minimum wage policy > Job satisfaction > Perceived quality of lif    
Perception of minimum wage policy > Satisfaction with compensation > Work 
motivation > Perceived quality of life 
   
Perception of minimum wage policy > Satisfaction with compensation > Work 
engagement > Perceived quality of life 
   
Perception of minimum wage policy > Work motivation > Work engagement > 
Perceived quality of life 
   
Perception of minimum wage policy > Job satisfaction > Work engagement > 
Perceived quality of life 
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Table 6.5 
 
   
(continued) 
 
Predictor Effect 
estimate 
95% CI Standardized effect 
estimate 
Perception of minimum wage policy > Satisfaction with compensation > Job 
satisfaction > Perceived quality of life 
   
Perception of minimum wage policy > Work motivation > Job satisfaction > 
Perceived quality of life 
   
Perception of minimum wage policy > Satisfaction with compensation > Work 
motivation > Work engagement > Perceived quality of life 
   
Perception of minimum wage policy > Satisfaction with compensation > Job 
satisfaction > Work engagement > Perceived quality of life 
   
Perception of minimum wage policy > Work motivation > Job satisfaction > Work 
engagement > Perceived quality of life 
   
Perception of minimum wage policy > Satisfaction with compensation > Work 
motivation > Job satisfaction > Perceived quality of life 
   
Perception of minimum wage policy > Satisfaction with compensation > Work 
motivation > Job satisfaction > Work engagement > Perceived quality of life 
   
Satisfaction with compensation to Work engagement 0.461 [0.163, 0.502] 0.318 
Satisfaction with compensation > Work motivation > Work engagement    
Satisfaction with compensation > Job satisfaction > Work engagement    
Satisfaction with compensation > Work motivation > Job satisfaction > Work 
engagement 
   
Satisfaction with compensation to Job satisfaction  0.105 [0.048, 0.183] 0.106 
Satisfaction with compensation > Work motivation > Job satisfaction    
Satisfaction with compensation to Turnover intention -0.421 [-0.568, -0.150] -0.361 
Satisfaction with compensation > Perceived quality of life > Turnover intention    
Satisfaction with compensation > Work motivation > Turnover intention    
Satisfaction with compensation > Work engagement > Turnover intention    
Satisfaction with compensation > Job satisfaction > Turnover intention    
Satisfaction with compensation > Work motivation > Perceived quality of life > 
Turnover intention 
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Table 6.5 
(continued) 
   
Predictor Effect 
estimate 
95% CI Standardized effect 
estimate 
Satisfaction with compensation > Work engagement > Perceived quality of life > 
Turnover intention 
   
Satisfaction with compensation > Job satisfaction > Perceived quality of life > 
Turnover intention 
   
Satisfaction with compensation > Work motivation > Work engagement > Turnover 
intention 
   
Satisfaction with compensation > Job satisfaction > Work engagement > Turnover 
intention 
   
Satisfaction with compensation > Work motivation > Job satisfaction > Turnover 
intention 
   
Satisfaction with compensation > Work motivation > Work engagement > 
Perceived quality of life > Turnover intention 
   
Satisfaction with compensation > Job satisfaction > Work engagement > Perceived 
quality of life > Turnover intention 
   
Satisfaction with compensation > Work motivation > Job satisfaction > Perceived 
quality of life > Turnover intention 
   
Satisfaction with compensation > Work motivation > Job satisfaction > Work 
engagement > Turnover intention 
   
Satisfaction with compensation > Work motivation > Job satisfaction > Work 
engagement > Perceived quality of life > Turnover intention 
   
Satisfaction with compensation to Perceived quality of life 0.733 [0.238, 0.547] 0.378 
Satisfaction with compensation > Work motivation > Perceived quality of life    
Satisfaction with compensation > Work engagement > Perceived quality of life    
Satisfaction with compensation > Job satisfaction > Perceived quality of life    
Satisfaction with compensation > Work motivation > Work engagement > 
Perceived quality of life 
   
Satisfaction with compensation > Job satisfaction > Work engagement > Perceived 
quality of life 
   
Satisfaction with compensation > Work motivation > Job satisfaction > Perceived 
quality of life 
   
Satisfaction with compensation > Work motivation > Job satisfaction > Work 
engagement > Perceived quality of life 
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Table 6.5 
(continued) 
   
Predictor Effect 
estimate 
95% CI Standardized effect 
estimate 
Work motivation to Turnover intention -0.081 [-0.434, 0.170] -0.128 
Work motivation > Perceived quality of life > Turnover intention    
Work motivation > Work engagement > Turnover intention    
Work motivation > Job satisfaction > Turnover intention    
Work motivation > Work engagement > Perceived quality of life > Turnover 
intention 
   
Work motivation > Job satisfaction > Perceived quality of life > Turnover intention    
Work motivation > Job satisfaction > Work engagement > Turnover intention    
Work motivation > Job satisfaction > Work engagement > Perceived quality of life 
> Turnover intention 
   
Work engagement to Turnover intention 0.068 [0.001, 0.289] 0.084 
Work engagement > Perceived quality of life > Turnover intention    
Work motivation to Work engagement 0.049 [-0.005, 0.175] 0.062 
Work motivation > Job satisfaction > Work engagement    
Job satisfaction to Perceived quality of life -0.075 [-0.186, 0.002] -0.038 
Job satisfaction > Work engagement > Perceived quality of life    
Notes. The 95% CI shows the lower and upper 2.5% of the bootstrap estimates for the indirect effects. Cases where the CI does not include zero are statistically significant.
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6. Discussion, implications, and conclusions 
6.1. Discussion and implications 
  The objective of this study was to analyze the overall effects of minimum wage 
policy implementation on employee work behaviors and perceived quality of life. Results 
reflect changes in compensation system and an increase in a minimum wage. Detailed 
empirical analysis provided important findings and implications.  
  First, employee perception of minimum wage policy significantly influenced 
employee satisfaction with compensation and work motivation. A survey done by the 
MAH (2013a, 2013b) reported that employees were dissatisfied when their total take-
home pay decreased after the policy implementation and those who preferred a higher 
take-home pay quit their current jobs from their current employers. Employers’ decisions 
on the compensation systems influenced employee satisfaction with compensation, 
motivation to work, and later contributed to high turnover rate (MAH, 2013a, 2013b). 
Findings from this study also expanded Joo-Ee (2016)’s study in the sense that employee 
perception of minimum wage policy was measured after five years of policy 
implementation and took into account the impact of employee perception of minimum 
wage policy on employee work behaviors and perceived quality of life.  
  Second, employee satisfaction with compensation significantly influenced their 
work behaviors (i.e., work motivation, job satisfaction) and perceived quality of life. A 
few researchers also found evidence as to what extent employee satisfaction with 
compensation influenced employee work motivation (e.g., Ghazanfar et al., 2011; Negash 
et al., 2014) and employee job satisfaction (e.g., Bustamam, Teng, & Abdullah, 2014; 
Cruz, Lopez-Guzman, & Canizares, 2014; Stringer, Didham, & Theivananthampillai, 
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2011). Rationally, those who are less satisfied with compensation often felt less 
motivated to work and vice versa (e.g., Ghazanfar et al., 2011).  
  Third, employee work motivation significantly influenced employee job 
satisfaction and work engagement. Additionally, employee job satisfaction significantly 
influenced employee perceived quality of life. These findings are similar to those 
previous studies examining employee work behaviors (e.g., Cruz et al., 2014; DiPietro et 
al., 2014). Cruz et al. (2014) found that employees with higher family dependence (more 
than 75% of employee wages) tended to be more committed at work and more satisfied 
with their job, particularly part-time employees who were highly satisfied since they 
could have better work-life balance compared to the full-time employees. Putra et al. 
(2017) found that both intrinsic and extrinsic motivations influenced employee work 
engagement. Moreover, several studies found significant associations between job 
satisfaction and perceived quality of life (e.g., Lee et al., 2015; Sirgy et al., 2001) and it 
seems reasonable that employee overall satisfaction with their job influenced employee 
perception of quality of life.  
  Fourth, a few direct paths tested were not significant. One plausible reason for 
this finding is that these direct paths were mediated by another variable(s). Further 
analysis and the results of mediating effects highlighted the role of work behaviors (i.e., 
work motivation, work engagement, job satisfaction) and perceived quality of life in 
explaining turnover intention. For instance, the direct path from satisfaction with 
compensation to turnover intention was not significant (β = -0.020, p > 0.05); however, 
the total indirect effect was significant [-0.568, -0.150], thus confirming the prediction 
that work motivation, work engagement, job satisfaction, and perceived quality of life 
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mediating the relationship between satisfaction with compensation and turnover 
intention. In a similar vein, the direct path from work engagement to turnover intention 
was not significant (β = -0.228, p > 0.05), as this path was mediated by perceived quality 
of life through significant indirect path [0.001, 0.289]. Additionally, the direct path from 
satisfaction with compensation to work engagement was not significant (β = -0.076, p > 
0.05) while the indirect path was significant and mediated by work motivation and job 
satisfaction [0.163, 0.502]. The direct path from perception of minimum wage policy to 
work engagement was not significant (β = 0.006, p > 0.05) even though the indirect effect 
was significant [0.228, 0.561]. This path was mediated by satisfaction with 
compensation, work motivation, and job satisfaction.  
  Results of the mediational effects strengthen the study objective as this study 
attempted to holistically analyzed the overall effects of minimum wage policy 
implementation on Malaysian hotel employees. In other words, this study not only 
examined to what extent the minimum wage policy implementation impacted hotel 
employees’ work behaviors and perceived quality of life but also looked at how these 
constructs were mediated within a model. All things considered, this study provided more 
comprehensive outcomes as compared to other studies, given that this study reflects the 
changes in compensation systems resulting from a minimum wage policy implementation 
and a minimum wage increase in Malaysia.  
6.2. Conclusions 
 The results of this study not only supported findings by other researchers but also 
provided evidence on the overall impact of the minimum wage policy implementation 
and a minimum wage increase on employee work behaviors and perceived quality of life. 
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In conclusion, this study fills gaps existing in the literature concerning minimum wage 
policy implementation by developing countries and to what extent the implementation 
impacted employee work behaviors and perceived quality of life. The results of this study 
offer practical benefits for hotel operators and contributes theoretically in the hospitality 
field. 
7. Limitations and future research 
 
 The theoretical model developed in this study measured the impact of minimum 
wage policy implementation on employee satisfaction with compensation, employee 
work behaviors, and employee perceived quality of life. Under those circumstances, this 
study did not measure how employee satisfaction with compensation impacted employee 
work performance or productivity. Future research could adopt the framework developed 
in this study as a foundation to explore more impact of compensation on employees while 
considering minimum wage policy implementation and add more variables into the 
current model to measure the impact of compensation on work behaviors and work 
performance, in addition to perceived quality of life. Adding more variables into the 
current model also allows future research to examine any additional mediating effects 
that might appear in the model.  
  The Central Bank of Malaysia (2013) projected that the minimum wage policy 
implementation would boost the Malaysian economy. Therefore, future research should 
consider examining the impact of minimum wage policy implementation on 
organizational financial performance as this study focused only on hotel employees. 
Moreover, this study is cross-sectional given data were collected at a specific time point; 
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hence, future research is recommended to collect data repeatedly over a certain period of 
time and later compare findings gathered to examine the patterns of variables over time. 
A longitudinal study could offer additional benefits in terms of changes in employee 
work behaviors and perceived quality of life over time.  
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CHAPTER 7: GENERAL CONCLUSIONS 
 
 The current study investigated the impact that the national minimum wage policy 
has had on hotel employees. The research questions were as follows: (a) What is the 
relationship between perception of the minimum wage policy and satisfaction with 
compensation?, (b) What are the relationships between satisfaction with compensation 
and work behaviors (i.e., work motivation, work engagement, job satisfaction, and 
turnover intention), (c) To what extent does work motivation mediate the relationship 
between satisfaction with compensation and job satisfaction?, (d) To what extent does 
work engagement mediate the relationship between satisfaction with compensation and 
turnover intention?, and (e) What is the overall impact of minimum wage implementation 
on work behaviors and perceived quality of life? Data were collected from employees 
working at three-, four-, and five-star hotels in Malaysia. This chapter provides a 
summary of the results, study limitations, and future research recommendations. 
Summary of Results 
 An electronic questionnaire was developed using Qualtrics® software and 
distributed online using social media websites (e.g., Facebook, LinkedIn) and alumni 
email addresses. From a total of 293 participants who took the survey, 239 were used in 
the analysis; 54 were eliminated due to ineligibility (i.e., never worked in a hotel). 
Completion rate ranged between 63% to 100% and most of the missing data were in the 
demographic section. More females (61.3%, n = 98) participated than males (38.8%, n = 
62) and all respondents either currently (45.2%, n = 108) or previously (54.8%, n = 131) 
worked at hotels in Malaysia. The majority of the respondents had supervisory 
 232 
 
 
 
 
responsibilities at their jobs (72.8%, n = 174) and 44.4% (n = 106) worked in hotels when 
the initial minimum wage policy was implemented on January 1, 2013. The largest age 
group was between 19 to 35 years old (80.6%, n = 129) and the highest education level 
completed by most respondents was diploma or bachelor’s degree (73.2%, n = 117). 
More than 80% had worked at the current hotel for five years or less (82.4%, n = 131) 
and more than 70% of the respondents had worked in the hotel industry for five years or 
less (75.5%, n = 120).  
 Additionally, respondents were primarily from the food and beverage department 
(42.5%, n = 68), followed by the front office department (22.5%, n = 36). Most 
respondents worked 40 hours or more per week (84.9%, n = 135) and the majority earned 
more than the minimum wage rate of RM1,000 per month (93.1%, n = 147). About the 
same number of respondents reported that their monthly wage was calculated either using 
a base wage plus service charge (42.4%, n = 67) or a base wage without service charge 
(39.9%, n = 63). Most respondents reported that their total work hours had not changed 
since implementation of the minimum wage policy (68.6%, n = 109) while only 9.4% (n 
= 15) reported that their total work hours decreased since the policy took effect. 
Furthermore, most respondents worked as per their scheduled hours (57.9%, n = 92) 
however, some respondents reported that they worked more than their scheduled hours 
(40.3%, n = 64). 
 In terms of hotel characteristics, participations were employees working in five-
star hotels (44.4%, n = 71), followed by four-star hotels (31.3%, n = 50) and three-star 
hotels (24.4%, n = 39). In addition to that, respondents working in hotels located in the 
central region contributed to the highest number of participants (46.9%, n = 75), followed 
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by the northern region (21.3%, n = 34), the east-coast region (16.9%, n = 27), the 
southern region (8.8%, n = 14) and other regions (6.3%, n = 10) (see Appendix M for a 
complete demographic profiles of respondents and characteristics of hotels). 
 The reliability and internal consistency of the questionnaire was evaluated using 
Cronbach’s alpha. The reliability scores for scales used were between 0.754 to 0.953, 
which is considered acceptable per Hair, Black, Babin, and Anderson (2010). 
 This study was developed to achieve five research objectives. Primary findings 
for each research objective are discussed next. 
(1) Identify the relationship between employee perception of the minimum wage 
policy and employee satisfaction with compensation. 
A correlational analysis was conducted to identify strength and direction of the 
relationship between employee perception of the minimum wage policy and employee 
satisfaction with compensation. A moderate, positive correlation between these two 
variables was found (r = 0.301, p < 0.01); a low score in perception of minimum wage 
policy was associated with a low score in satisfaction with compensation and vice versa.  
(2) Examine the relationship between employee satisfaction with compensation and 
employee work behaviors (i.e., work motivation, work engagement, job 
satisfaction, turnover intention);  
Several correlational analyses were separately conducted to examine the strength 
and direction of the relationships between employee satisfaction with compensation and 
employee work motivation, work engagement, job satisfaction, and turnover intention. 
First, a moderate, positive correlation was found between satisfaction with compensation 
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and work motivation (r = 0.423, p < 0.01) as well as between satisfaction with 
compensation and work engagement (r = 0.316, p < 0.01). This means that a high score 
in satisfaction with compensation was associated with high scores in work motivation and 
work engagement.  
Second, a large, positive correlation was found between satisfaction with 
compensation and job satisfaction (r = 0.604, p < 0.01) which indicates that a high score 
in satisfaction with compensation was associated with a high score in job satisfaction. 
Finally, a moderate negative correlation was found between satisfaction with 
compensation and turnover intention (r = -0.315, p < 0.01), which means that a high 
score in satisfaction with compensation was associated with a low score in turnover 
intention.  
(3) Investigate the mediation effect of employee work motivation on employee 
satisfaction with compensation and job satisfaction;  
The mediation effect of employee work motivation on employee satisfaction with 
compensation and job satisfaction was examined using bootstrap sampling method. The 
fit indices of both the measurement and the causal models (see Chapter 5) were 
adequately fit to the data [𝑋2(94, N= 239) = 267.261, p < 0.001, CFI = 0.94, RMSEA = 
0.088]. Based on the 95% confidence interval results, work motivation significantly 
mediated the relationship between satisfaction with compensation and job satisfaction 
[0.091, 0.250]. 
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This study also examined the role of job satisfaction as a mediator and it was 
found that work motivation and job satisfaction significantly mediated the relationship 
between satisfaction with compensation and work engagement [0.274, 0.595]. 
(4) Investigate the mediation effect of employee work engagement on employee 
satisfaction with compensation and employee turnover intention; 
The mediation effect of employee work engagement on employee satisfaction 
with compensation and turnover intention was examined using bootstrap sampling 
method. Based on the 95% confidence interval results, work engagement significantly 
mediated the relationship between satisfaction with compensation and turnover intention 
[-0.507, -0.111]. Not to mention, this study also found that work motivation and job 
satisfaction significantly mediated the relationship between satisfaction with 
compensation and turnover intention.  
Several additional indirect paths were tested but found to be not significant (i.e., 
job satisfaction did not significantly mediate the relationship between work motivation 
and work engagement; work engagement and job satisfaction did not significantly 
mediate the relationship between work motivation and turnover intention; work 
engagement did not significantly mediate the relationship between job satisfaction and 
turnover intention). In summary, of the 22 total hypotheses presented in Chapter 5, 13 
were significant (p < 0.01). A summary of hypotheses testing results are provided in 
Table 7.1 and 7.2. 
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(5) Analyze the overall impact of minimum wage implementation on employee work 
behaviors and employees’ perceived quality of life.  
The overall impact of minimum wage implementation on employee work 
behaviors and employees’ perceived quality of life was critically analyzed. The fit indices 
of both the measurement and causal models (see Chapter 6) were adequately fit to the 
data [𝑋2(188, N= 239) = 487.902, p < 0.001, CFI = 0.924, RMSEA = 0.082]. Several 
significant paths were found in the model, which included: i) from perception of 
minimum wage policy to satisfaction with compensation (β = 0.350, p < 0.01); ii) from 
perception of minimum wage policy to work motivation (β = 0.366, p < 0.01); iii) from 
satisfaction with compensation to work motivation (β = 0.286, p < 0.01); iv) from 
satisfaction with compensation to job satisfaction (β = 0.532, p < 0.01); v) from 
satisfaction with compensation to perceived quality of life (β = 0.253, p < 0.01); vi) from 
work motivation to work engagement (β = 0.739, p < 0.01); vii) from work motivation to 
job satisfaction (β = 0.371, p < 0.01); and viii) from job satisfaction to perceived quality 
of life (β = 0.620, p < 0.01). All results for significant and non-significant direct paths are 
illustrated in Figure 7.1. To sum up, of the 21 hypotheses tested in Chapter 6, eight were 
significant (p < 0.01). A summary of the hypotheses testing results are provided in Table 
7.1.  
Additional mediation analyses were conducted using bootstrap sampling 
procedure to provide evidence of mediating effects to support and strengthen the 
findings. Based on the 95% confidence interval results, six total indirect paths tested were 
significant and provide evidence for the existence of mediational effects in Figure 7.1. 
Several significant results were found, which included: (a) satisfaction with 
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compensation, work motivation, and job satisfaction significantly mediated the 
relationship between perception of minimum wage policy on work engagement [0.228, 
0.561]; (b) work motivation and job satisfaction significantly mediated the relationship 
between satisfaction with compensation and work engagement [0.163, 0.502]; (c) work 
motivation was also mediated the relationship between satisfaction with compensation 
and job satisfaction [0.048, 0.183]; (d) perceived quality of life, work motivation, work 
engagement, and job satisfaction mediated the relationship between satisfaction with 
compensation and turnover intention [-0.568, -0.150]; (e) work motivation, work 
engagement, and job satisfaction mediated the relationship between satisfaction with 
compensation and perceived quality of life [0.238, 0.547]; and (f) perceived quality of 
life mediated the relationship between work engagement and turnover intention [0.001, 
0.289]. Table 7.3 summarizes the results for all indirect effects tested in Figure 7.1. 
Table 7.1. Summary of the hypotheses testing direct effects (Chapters 5 and 6) 
Hypotheses 
numbers 
Hypotheses 
numbers 
used in 
chapter 
Statement of hypothesis Results 
H1 H1 Perception of the minimum wage policy will influence 
satisfaction with compensation. 
Supported 
H2 H2 Perception of the minimum wage policy will influence 
work motivation 
Supported 
H3 H3 Perception of the minimum wage policy will influence 
work engagement 
Not supported 
H4 H4 Perception of the minimum wage policy will influence 
job satisfaction 
Not supported 
H5 H5 Perception of the minimum wage policy will influence 
turnover intention 
Not supported 
H6 H6 Perception of the minimum wage policy will influence 
perceived quality of life 
Not supported 
H7 H7 Satisfaction with compensation will influence work 
motivation. 
Supported 
H8 H8 Work motivation will influence job satisfaction. Supported 
H9  H2* / H9 Satisfaction with compensation will influence work 
engagement.  
Not supported 
H10 H3* / H10 Work motivation will influence work engagement.  Supported 
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Table 7.1. (continued) 
Hypotheses 
numbers 
Hypotheses 
numbers 
used in 
chapter 
Statement of hypothesis Results 
H11 H1* / H11 Satisfaction with compensation will influence job 
satisfaction  
Supported 
H12 H12 Job satisfaction will influence work engagement Not supported 
H13 H4* / H13 Satisfaction with compensation will influence turnover 
intention  
Not supported 
H14 H5* / H14 Work motivation will influence turnover intention  Not supported 
H15 H15 Work engagement will influence turnover intention Not supported 
H16 H6* / H16 Job satisfaction will influence turnover intention  Not supported 
H17 H17 Satisfaction with compensation will influence 
perceived quality of life 
Supported 
H18 H18 Work motivation will influence perceived quality of 
life 
Not supported 
H19 H19 Work engagement will influence perceived quality of 
life 
Not supported 
H20 H20 Job satisfaction will influence perceived quality of life Supported 
H21 H21 Perceived quality of life will influence turnover 
intention 
Not supported 
Note: * indicates hypotheses that were used in Chapter 5. 
 
 
Table 7.2. Summary of the hypotheses testing indirect effects (Chapter 5) 
Hypotheses 
numbers 
Hypotheses 
numbers 
used in 
chapter 
Statement of hypothesis Results 
H22 H1a Work motivation mediates the relationship between 
satisfaction with compensation and job satisfaction 
Supported 
H23 H2a Work motivation mediates the relationship between 
satisfaction with compensation and work engagement 
Supported 
H24 H2b Job satisfaction mediates the relationship between 
satisfaction with compensation and work engagement 
Supported 
H25 H2c Work motivation and job satisfaction mediate the 
relationship between satisfaction with compensation 
and work engagement 
Supported 
H26 H3a Job satisfaction mediates the relationship between work 
motivation and work engagement 
Not supported 
H27 H4a Work motivation mediates the relationship between 
satisfaction with compensation and turnover intention 
Supported 
H28 H4b Work engagement mediates the relationship between 
satisfaction with compensation and turnover intention 
Supported 
H29 H4c Job satisfaction mediates the relationship between 
satisfaction with compensation and turnover intention 
Supported 
H30 H4d Work motivation and work engagement mediate the 
relationship between satisfaction with compensation 
and turnover intention 
Supported 
H31 H4e Job satisfaction and work engagement mediate the 
relationship between satisfaction with compensation 
and turnover intention 
Supported 
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Table 7.2. (continued) 
Hypotheses 
numbers 
Hypotheses 
numbers 
used in 
chapter 
Statement of hypothesis Results 
H32 H4f Work motivation and job satisfaction mediate the 
relationship between satisfaction with compensation 
and turnover intention 
Supported 
H33 H4g Work motivation, job satisfaction, and work 
engagement mediate the relationship between 
satisfaction with compensation and turnover intention 
Supported 
H34 H5a Work engagement mediates the relationship between 
work motivation and turnover intention 
Not supported 
H35 H5b Job satisfaction mediates the relationship between work 
motivation and turnover intention 
Not supported 
H36 H5c Job satisfaction and work engagement mediate the 
relationship between work motivation and turnover 
intention 
Not supported 
H37 H6a Work engagement mediates the relationship between 
job satisfaction and turnover intention 
Not supported 
 
Table 7.3. Summary of total indirect effects tested in Chapter 6 
Hypotheses 
numbers 
Statement of hypothesis Results 
H38 Satisfaction with compensation mediates the relationship between 
perception of minimum wage policy and work engagement 
Supported 
H39 Work motivation mediates the relationship between perception of 
minimum wage policy and work engagement 
Supported 
H40 Job satisfaction mediates the relationship between perception of 
minimum wage policy and work engagement 
Supported 
H41 Satisfaction with compensation and work motivation mediate the 
relationship between perception of minimum wage policy and work 
engagement 
Supported 
H42 Satisfaction with compensation and job satisfaction mediate the 
relationship between perception of minimum wage policy and work 
engagement 
Supported 
H43 Work motivation and job satisfaction mediate the relationship between 
perception of minimum wage policy and work engagement 
Supported 
H44 Satisfaction with compensation, work motivation, and job satisfaction 
mediate the relationship between perception of minimum wage policy 
and work engagement 
Supported 
H45 Work motivation mediates the relationship between satisfaction with 
compensation and work engagement 
Supported 
H46 Job satisfaction mediates the relationship between satisfaction with 
compensation and work engagement 
Supported 
H47 Work motivation and job satisfaction mediate the relationship between 
satisfaction with compensation and work engagement 
Supported 
H48 Work motivation mediates the relationship between satisfaction with 
compensation and job satisfaction 
Supported 
H49 Perceived quality of life mediates the relationship between satisfaction 
with compensation and turnover intention 
Supported 
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Table 7.3. (continued) 
Hypotheses 
numbers 
Statement of hypothesis Results 
H50 Work motivation mediates the relationship between satisfaction with 
compensation and turnover intention 
Supported 
H51 Work engagement mediates the relationship between satisfaction with 
compensation and turnover intention 
Supported 
H52 Job satisfaction mediates the relationship between satisfaction with 
compensation and turnover intention 
Supported 
H53 Work motivation and perceived quality of life mediate the relationship 
between satisfaction with compensation and turnover intention 
Supported 
H54 Work engagement and perceived quality of life mediate the relationship 
between satisfaction with compensation and turnover intention 
Supported 
H55 Job satisfaction and perceived quality of life mediate the relationship 
between satisfaction with compensation and turnover intention 
Supported 
H56 Work motivation and work engagement mediate the relationship between 
satisfaction with compensation and turnover intention 
Supported 
H57 Job satisfaction and work engagement mediate the relationship between 
satisfaction with compensation and turnover intention 
Supported 
H58 Work motivation and job satisfaction mediate the relationship between 
satisfaction with compensation and turnover intention 
Supported 
H59 Work motivation, work engagement, and perceived quality of life 
mediate the relationship between satisfaction with compensation and 
turnover intention 
Supported 
H60 Job satisfaction, work engagement, and perceived quality of life mediate 
the relationship between satisfaction with compensation and turnover 
intention 
Supported 
H61 Work motivation, job satisfaction, and perceived quality of life mediate 
the relationship between satisfaction with compensation and turnover 
intention 
Supported 
H62 Work motivation, job satisfaction, and work engagement mediate the 
relationship between satisfaction with compensation and turnover 
intention 
Supported 
H63 Work motivation, job satisfaction, work engagement, and perceived 
quality of life mediate the relationship between satisfaction with 
compensation and turnover intention 
Supported 
H64 Work motivation mediates the relationship between satisfaction with 
compensation and perceived quality of life  
Supported 
H65 Work engagement mediates the relationship between satisfaction with 
compensation and perceived quality of life 
Supported 
H66 Job satisfaction mediates the relationship between satisfaction with 
compensation and perceived quality of life 
Supported 
H67 Work motivation and work engagement mediate the relationship between 
satisfaction with compensation and perceived quality of life 
Supported 
H68 Job satisfaction and work engagement mediate the relationship between 
satisfaction with compensation and perceived quality of life 
Supported 
H70 Work motivation and job satisfaction mediate the relationship between 
satisfaction with compensation and perceived quality of life 
Supported 
H71 Work motivation, job satisfaction, and work engagement mediate the 
relationship between satisfaction with compensation and perceived 
quality of life 
Supported 
H72 Perceived quality of life mediates the relationship between work 
motivation and turnover intention  
Not 
Supported 
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Table 7.3. (continued) 
Hypotheses 
numbers 
Statement of hypothesis Results 
H73 Work engagement mediates the relationship between work motivation 
and turnover intention 
Not 
Supported 
H74 Job satisfaction mediates the relationship between work motivation and 
turnover intention 
Not 
Supported 
H75 Work engagement and perceived quality of life mediate the relationship 
between work motivation and turnover intention 
Not 
Supported 
H76 Job satisfaction and perceived quality of life mediate the relationship 
between work motivation and turnover intention 
Not 
Supported 
H77 Job satisfaction and work engagement mediate the relationship between 
work motivation and turnover intention 
Not 
Supported 
H78 Job satisfaction, work engagement, and perceived quality of life mediate 
the relationship between work motivation and turnover intention 
Not 
Supported 
H79 Perceived quality of life mediates the relationship between work 
engagement and turnover intention 
Supported 
H80 Job satisfaction mediates the relationship between work motivation and 
work engagement 
Not 
Supported 
H81 Work engagement mediates the relationship between job satisfaction and 
perceived quality of life 
Not 
Supported 
H82 Satisfaction with compensation mediates the relationship between 
perception of minimum wage policy and perceibed quality of life 
Supported 
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Figure 7.1. Results of structural equation model analyses for the overall effects. ** p < 0.01. 
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Conclusions 
 This study investigated the impact that the national minimum wage policy has had 
on employees’ work behaviors and perceived quality of life. Results from the detailed 
analyses and findings have answered all the research questions; hence the five main 
research objectives were achieved. Findings gathered and thoroughly discussed in the 
chapters extend findings by previous researchers (e.g., Joo-Ee, 2016; MAH, 2013a, 
2013b) in relation to the impact of the minimum wage policy implementation on hotel 
employees’ satisfaction with compensation, work motivation, work engagement, job 
satisfaction, turnover intention, and perceived quality of life, while taking into account an 
increase in minimum wage. All things considered, employee perception of minimum 
wage policy influenced employee satisfaction with compensation and employee 
satisfaction with compensation then influenced employee work behaviors and perceived 
quality of life. 
 Moreover, findings regarding the significant roles of work motivation, work 
engagement, and job satisfaction as mediators in predicting the outcomes such as 
turnover intention, while considering changes in compensation systems, contribute to the 
existing theories on the impact of compensation on employee work behaviors. Other than 
limited empirical work found in this area of research, other researchers could utilize the 
theoretical model developed and tested in this study as a foundation for similar studies in 
different setting. In addition to that, findings gathered through jointly assessing the four 
work behaviors (i.e., work motivation, work engagement, job satisfaction, turnover 
intention) and perceived quality of life provide a holistic view regarding the overall 
effects of minimum wage policy implementation on Malaysian hotel employees. 
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Therefore, findings of this study contribute significantly to the human resource 
management literature, particularly in the area of compensation and employee work 
behaviors. 
 Practically, findings could help Malaysian hotel operators understand the 
importance of employee awareness of the current compensation system and the 
importance of making informed decisions when restructuring employee compensation 
systems. Therefore, involving employees when designing a compensation system might 
be a good stepping stone so that employees are aware of the compensation system; hence 
making them feel like they are a part of the organization. As the Malaysian government 
plan to announce another increase in minimum wage in 2018 (Balakrishnan, 2017; 
Kannan, 2017), findings from this study could provide a snapshot of the overall impact of 
minimum wage policy implementation on hotel employee satisfaction with 
compensation, work behaviors, and perceived quality of life. More importantly, this study 
considers employees’ perspectives about minimum wage policy implementation and the 
extent to which employees’ perceptions of minimum wage policy impacted employee 
satisfaction with compensation, work behaviors, and perceived quality of life. Thus, 
findings could enhance further revisions planned by the Malaysian government and 
prompt Malaysian policymakers to consider other factors, such as sector differences, 
when revising the minimum wage policy in the future.  
 For the Malaysian Association of Hotels, findings gathered in this study could 
bring attention to the need to recognize employees’ perspectives when understanding the 
overall effects of minimum wage implementation on employee satisfaction with 
compensation, work behaviors, and perceived quality of life. Additionally, this study 
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extends findings from a study done in the early stages of minimum wage policy 
implementation in Malaysia (MAH, 2013a, 2013b) because this study examined 
employees’ perspectives after approximately five years of policy implementation. 
Limitations and Recommendations for Future Research 
 Although this study provided many benefits in both theoretical and practical 
contributions, several limitations remain. A concerted effort was made to minimize 
potential limitations and biases when designing and conducting this study. The six 
limitations presented next will be useful for future researchers; each also addresses 
potential areas where future research is needed. 
 First, this study used an electronic survey distributed online via social media 
websites (e.g., Facebook, LinkedIn) and a list of alumni email addresses from a 
university in Malaysia with a hospitality program. Therefore, current and former hotel 
employees who did not have internet connection may not have participated. It is 
recommended that future researchers use a more qualitative approach (e.g., interview) to 
gather in-depth information and therein complement findings from this survey approach. 
For example, future research could interview current and former hotel employees in 
Malaysia to collect detailed narratives about their personal perceptions and opinions 
regarding the impact of minimum wage policy implementation in Malaysia and how 
employee satisfaction with compensation impacted their work behaviors and perceived 
quality of life. 
 Second, findings from this study cannot be generalized to the entire population in 
Malaysia due to limited geographical representation. For this reason, future research 
adopting the framework developed in this study and examining the impact of minimum 
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wage policy implementation on hotel employees in other developing countries (e.g., 
Hong Kong, Thailand) is recommended. As this study only covers Malaysian hotel 
employees, future researchers could compare Malaysia and other developing countries, or 
compare developed and developing countries. Although some countries already have 
implemented minimum wage policies (e.g., Australia, Thailand, United Kingdom, United 
States), future research could investigate how the existing minimum wage policies of 
these countries impacted employee work behaviors and perceived quality of life, thereby 
enlightening policymakers about how minimum wage policies can be improved.   
 Third, the theoretical model of this study focused on the impact of minimum wage 
policy implementation on four hotel employee work behaviors (i.e., work motivation, 
work engagement, job satisfaction, turnover intention). As a result, this study excluded 
some other work behaviors (e.g. burnout, empowerment) that might influence study 
outcomes. Although no known studies have incorporated these four work behaviors and 
then jointly assessed them, future research could consider adding more work behavior 
related constructs into the model and examining how these additional work behaviors 
intervene in the current model. 
 Fourth, this study measured the impact of minimum wage policy implementation 
on employee satisfaction with compensation, employee work behaviors, and employee 
perceived quality of life, and did not measure how employee satisfaction with 
compensation impacted employee work performance or productivity. Therefore, future 
research could adopt the framework developed in this study as a foundation to explore the 
impact of compensation on performance or productivity. Future research could add more 
variables into the current model to measure the impact of compensation on employee 
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work behaviors and employee work performance, in addition to employee perceived 
quality of life. Adding more variables into the current model will allow future researchers 
to examine additional mediating effects in the model. Additionally, the Central Bank of 
Malaysia (2013) projected that the minimum wage policy implementation would boost 
the Malaysian economy; hence, future research could examine the overall impact of 
minimum wage policy implementation on organizational financial performance.  
 Fifth, missing data was evident in the demographic sections even though there 
were no significant differences found between cases with missing data versus cases 
without missing data on any scale. Consequently, this study could not assess the 
moderating effect of certain demographic characteristics on the variables. Future 
researchers should conduct a similar study and investigate how certain characteristics of 
hotels (e.g., hotel star-rating, hotel brands) or employees (e.g., sex, education level, 
income level) strengthen or weaken the associations among the variables.  
 Sixth, this study is cross-sectional, so data were collected at a specific time point; 
hence, future researchers could collect data repeatedly over an extended period and 
compare findings to examine the patterns of change in variables over time. Such a 
longitudinal study could offer additional benefits in terms of changes in employee work 
behaviors and perceived quality of life over time. 
 
 
248 
 
 
 
References 
Balakrishnan, N. (October 13, 2017). Malaysia will have a new minimum wage next 
year. Retrieved from http://says.com/my/news/minimum-wage-in-malaysia-will-be-
increased-in-2018 
Central Bank of Malaysia (2013). Outlook and policy in 2013: Potential impact of the 
minimum wage policy on the Malaysian economy. Retrieved from 
http://www.bnm.gov.my/files/publication/ar/en/2012/cp04.pdf 
Hair, J. F., Black, W. C., Babin, B. J., & Anderson, R. E. (2010). Multivariate 
data analysis. New Jersey: Prentice Hall. 
Joo-Ee, G. (2016). Minimum wage and the hospitality industry in Malaysia: An analysis 
of employee perceptions. Journal of Human Resources in Hospitality & Tourism, 
15(1), 29-44. doi:10.1080/15332845.2015.1008396 
Kannan, H. K. (October 12, 2017). HR ministry to announce new 2018 minimum wage, 
bridge income gap. Retrieved from 
https://www.nst.com.my/news/nation/2017/10/290333/hr-ministry-announce-
new-2018-minimum-wage-bridge-income-gap 
Malaysian Association of Hotels (MAH) (2013a). Survey on implementation on minimum 
wages 2013 – Part I (before 1 October 2013). Retrieved from 
http://www.hotels.org.my/images/pdf/Surveys/survey%20on%20implementation
%20on%20mwo.pdf 
Malaysian Association of Hotels (MAH) (2013b). Survey on implementation on minimum 
wages 2013 – Part II (after 1 October 2013). Retrieved from 
http://www.hotels.org.my/images/pdf/Surveys/survey%20on%20implementation
%20on%20mwo%20-%20part%20ii.pdf 
249 
 
 
 
APPENDIX A. HUMAN SUBJECTS APPROVAL LETTER 
 
 
 
250 
 
 
 
 APPENDIX B. COVER LETTER FOR QUESTIONNAIRE 
(English Version) 
 
Title of Study: Impact of the National Minimum Wage Policy on Malaysian Hotel Employees 
Investigators: Nur Hidayah Che Ahmat, Susan W. Arendt 
 
The national minimum wage policy has impacted all of us. Therefore, we are interested in finding out what 
impact the national minimum wage policy has had on hotel employees. Employees are a company’s 
greatest asset; hence examining how the current compensation system used by a company has influenced 
employee work behaviors is crucial in crafting strategies to maximize the benefits to the employees. 
We are inviting you to participate and provide your opinion in this survey. This survey has been developed 
to obtain your perspectives about the current compensation system and to see to what extent the current 
compensation system has influenced your work behaviors. Results of this study will provide valuable 
information for the hotel management teams to improve their compensation system and/or employee 
rewards programs. 
Your input is very valuable. Your participation is voluntary, and you may refuse to participate at any time. 
Also, you may skip any questions that you are not comfortable answering. Your individual responses will 
not be shared with your manager, supervisor, and/or any other employees.  
The following measures will be taken to ensure confidentiality to the extent permitted by law: (1) 
questionnaire response will remain completely anonymous and no identifiers will be used, (2) the data will 
be stored on a password-protected computer in a locked room at all times, (3) the physical copies of the 
data will be stored in a locked-cabinets, (4) questionnaire will be kept for one year, but other data will be 
kept for at least five years after the study completion, (5) only the principal investigator and the major 
professor will have access to the research records. There are no known or foreseeable risks or costs 
associated with your participation in this study. 
This survey will only take you about 15 to 20 minutes to complete. You will have the opportunity to 
enter a drawing for RM20 where out of every 50 participants who enter the drawing will receive a 
gift voucher. 
If you have any questions regarding the study, please contact one of us using the emails and phone numbers 
provided. If you have any questions about the rights of research participants, please contact the IRB 
administrator, 515-294-4566, IRB@iastate.edu or Director, 515-294-3115 Office for Responsible 
Reseaerch, Iowa State University. Thank you for your kind support of this study. 
 
Best regards, 
Nur Hidayah Che Ahmat 
PhD. Candidate 
Apparel, Events, and Hospitality Management 
Iowa State University 
+1515-598-6072 
hidayah@iastate.edu 
 
 
Susan W. Arendt 
Professor / Major Professor for Nur Hidayah 
Apparel, Events, and Hospitality Management 
Iowa State University 
+1515-294-7575 
sarendt@iastate.edu 
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APPENDIX C: COVER LETTER FOR QUESTIONNAIRE 
(Malay Version) 
 
Tajuk Penyelidikan: Impak terhadap Perlaksanaan Gaji Minimum Dalam Industri Perhotelan 
Malaysia 
Para Penyelidik: Nur Hidayah Che Ahmat, Susan W. Arendt 
 
Polisi gaji minimum memberi impak kepada kita semua. Justeru itu, kami amat berminat untuk mengetahui 
sejauh manakah polisi gaji minimum telah memberi kesan keatas pekerja-pekerja hotel. Pekerja adalah 
asset terbesar syarikat; oleh itu, menilai bagaimana sistem gaji dan faedah semasa yang digunapakai oleh 
pihak syarikat telah mempengaruhi sikap pekerja ditempat kerja adalah penting dalam merancang strategi 
untuk memaksimakan faedah keatas para pekerja. 
Kami menjemput tuan/puan untuk memberi maklumbalas dan pandangan terhadap kajian ini. Kajian ini 
bertujuan untuk mendapatkan perspektif tuan/puan mengenai sistem gaji dan faedah semasa bagi melihat 
sejauh manakah sistem gaji dan faedah ini mempengaruhi sikap tuan/puan ditempat kerja. Hasil kajian ini 
dapat membantu pihak pengurusan hotel dalam memperbaiki sistem gaji dan faedah dan/atau memperbaiki 
sistem ganjaran untuk pekerja. 
Maklumbalas tuan/puan adalah sangat berharga. Penyertaan tuan/puan dalam kajian ini adalah secara 
sukarela. Tuan/puan boleh memilih untuk tidak menyertai kajian ini atau tidak menjawab mana-mana 
soalan yang tidak dingini. Maklumat yang diberikan oleh pihak individu tidak akan dikongsi dengan 
pihak pengurusan tuan/puan atau pekerja lain.  
Berikut adalah langkah-langkah yang diambil bagi menjamin kerahsiaan penglibatan tuan/puan: (1) 
maklumat kajiselidik adalah tanpa nama dan tidak mempunyai sebarang identifikasi, (2) sebarang 
maklumat akan disimpan di dalam komputer peribadi penyelidik yang dilengkapi dengan kata laluan, (3), 
maklumat yang dicetak akan disimpan di dalam kabinet yang berkunci, (4) kajiselidik yang telah dijawab 
akan disimpan dalam tempoh setahun, manakala maklumat lain yang berkaitan akan disimpan sekurang-
kurangnya dalam tempoh lima tahun setelah tamat pengajian, (5) hanya penyelidik dan penyelia beliau 
sahaja yang mempunyai akses kepada maklumat penyelidikan. Penyertaan tuan/puan dalam kajian ini tidak 
mendatangkan kemudaratan atau melibatkan sebarang kos.  
Kajiselidik ini hanya akan mengambil masa selama 15 hingga 20 minit until dilengkapkan. Anda 
berpeluang untuk mendaftar cabutan RM20 dimana setiap seorang daripada 50 peserta yang 
mendaftar cabutan akan menerima hadiah baucar. 
Sekiranya tuan/puan mempunyai sebarang pertanyaan mengenai kajian ini, sila hubungi kami melalui 
alamat emel atau nombor telefon yang tertera dibawah. Sebarang pertanyaan mengenai hak-hak peserta 
penyelidikan, sila hubungi Pentadbir IRB, 515-294-4566, IRB@iastate.edu atau Pengarah, 515-294-3115, 
Pejabat Penyelidikan, Iowa State University. Kerjasama tuan/puan untuk menjawab kajiselidik ini adalah 
amat kami hargai dan kami dahului dengan ucapan terima kasih. 
Sekian, 
Nur Hidayah Che Ahmat 
Calon PhD 
Pakaian, Pengacaraan, dan Pengurusan Hospitaliti  
Iowa State University 
+1515-598-6072 
hidayah@iastate.edu 
 
Susan W. Arendt 
Professor / Profesor Penyelia kepada Nur Hidayah 
Pakaian, Pengacaraan, dan Pengurusan Hospitaliti  
Iowa State University 
+1515-294-7575 
sarendt@iastate.edu 
 
 252 
 
 
 
 
APPENDIX D: QUESTIONNAIRE 
(English & Malay Version) 
 
Screening Questions: 
SC1 Are you / Have you worked in a hotel? 
Adakah anda/Pernahkah anda bekerja di hotel? 
o Yes, currently working in a hotel/Ya, sekarang bekerja di hotel. 
o No, but previously worked in a hotel / Tidak, tetapi pernah bekerja di hotel sebelum ini. 
o Never worked in a hotel / Tidak pernah bekerja di hotel. 
 
SC2 Do you have supervisory responsibilities at your job?  
Adakah anda mempunyai tanggungjawab penyeliaan ditempat kerja? 
o Yes/Ya 
o No/Tidak 
 
SC3 Were you working in hotels when the Minimum Wage Policy was implemented on January 1, 2013?  
Adakah anda telah bekerja di hotel semasa perlaksanaan polisi gaji minimum pada Januari 1, 2013? 
o Yes/Ya 
o No/Tidak 
 
Direction/Arahan: 
Complete this questionnaire based on your current or previous hotel work experience.  
Sila jawab soalan kajiselidik ini berdasarkan pengalaman anda bekerja di hotel sekarang atau yang lepas. 
 
Section 1: Employee Satisfaction with Compensation  
Bahagian 1: Kepuasan Pekerja terhadap Gaji dan Faedah 
 
The statements below describe various aspects of your pay. For each statement, decide how satisfied or 
dissatisfied you feel about your pay, and select the number that best indicates your feeling. To do this, use 
the following scale:  
Pernyataan berikut menyatakan pelbagai aspek gaji anda. Bagi setiap pernyataan, nyatakan tahap 
kepuasan dan ketidakpuasan anda. Pilih angka yang terbaik yang menjelaskan perasaan anda. 
 
 
 
 
How satisfied are you with the following: 
Adakah anda berpuas hati dengan: 
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1) My take-home pay.  
    Gaji bersih saya. 
1 2 3 4 5 
2) My benefit package.  
    Pakej faedah saya. 
1 2 3 4 5 
3) My most recent raise.  
    Kenaikan gaji terkini saya. 
1 2 3 4 5 
4) Influence my supervisor has on my pay.  
    Pengaruh penyelia saya terhadap gaji saya. 
1 2 3 4 5 
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5) My current salary.  
    Gaji semasa saya. 
1 2 3 4 5 
6) Amount the company pays toward my benefits.  
    Jumlah yang dibayar majikan pada faedah-faedah saya. 
1 2 3 4 5 
7) The raises I have typically received.  
     Kenaikan yang biasa saya terima. 
1 2 3 4 5 
8) The company’s pay structure.  
    Struktur gaji yang diikuti majikan.  
1 2 3 4 5 
9) Information the company gives about pay issues of concern  
     to me.  
    Majikan memaklumkan isu-isu gaji kepada saya. 
1 2 3 4 5 
10) My overall level of pay.  
      Tahap keseluruhan gaji saya. 
1 2 3 4 5 
11) The value of my benefits.  
      Nilai faedah-faedah saya. 
1 2 3 4 5 
12) Pay of others jobs in the company.  
      Gaji bagi pekerjaan yang lain didalam syarikat ini. 
1 2 3 4 5 
13) Consistency of the company’s pay policies.  
      Polisi gaji syarikat yang konsisten. 
1 2 3 4 5 
14) Size of my current salary.  
      Saiz gaji semasa saya. 
1 2 3 4 5 
15) The number of benefits I receive.  
      Jumlah faedah-faedah yang saya terima. 
1 2 3 4 5 
16) How my raises are determined.  
      Kaedah kenaikan gaji saya ditentukan. 
1 2 3 4 5 
17) Differences in pay among jobs in the company.  
      Beza gaji bagi semua jenis pekerjaan didalam syarikat ini. 
1 2 3 4 5 
18) How the company administers pay.  
      Cara pembayaran gaji dibuat. 
1 2 3 4 5 
 
 
Direction/Arahan: 
Complete this questionnaire based on your current or previous hotel work experience.  
Sila jawab soalan kajiselidik ini berdasarkan pengalaman anda bekerja di hotel sekarang atau yang lepas. 
 
Section 2: Employee Work Motivation 
Bahagian 2: Motivasi Kerja Pekerja 
 
Please indicate to what degree they presently correspond to one of the reasons for which you are doing this 
specific job. Sila nyatakan sejauh mana anda bersetuju dengan faktor-faktor motivasi berikut yang 
mempengaruhi keputusan anda untuk kekal bekerja dengan majikan sekarang. 
 
 
 
 
I did this job… 
Saya melakukan kerja ini… 
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1) Because I enjoy this work very much. 
    Kerana saya sangat menyukai kerja ini. 
1 2 3 4 5 6 7 
2) Because I have fun doing my job. 1 2 3 4 5 6 7 
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   Kerana saya berasa seronok dengan kerja ini. 
3) For the moments of pleasure that this job brings  
     me. 
    Tahap kepuasan melakukan pekerjaan ini. 
1 2 3 4 5 6 7 
4) Because it allows me to reach my life goals. 
    Kerjaya ini membolehkan saya mencapai  
    matlamat hidup. 
1 2 3 4 5 6 7 
5) Because this job fulfills my career plans. 
    Kerana pekerjaan ini memenuhi pelan kerjaya  
    saya. 
1 2 3 4 5 6 7 
6) Because this job fits my personal values. 
    Kerana pekerjaan ini serasi dengan nilai-nilai  
    peribadi saya. 
1 2 3 4 5 6 7 
7) Because I have to be the best in my job, I have  
     to be a “winner”. 
    Kerana saya perlu menjadi yang terbaik dalam   
    pekerjaan saya, saya perlu menjadi 
“pemenang”. 
1 2 3 4 5 6 7 
8) Because my work is my life and I don’t want to  
     fail. 
    Kerana pekerjaan saya adalah hidup saya dan  
    saya tidak mahu gagal. 
1 2 3 4 5 6 7 
9) Because my reputation depends on it. 
    Kerana reputasi saya bergantung kepadanya. 
1 2 3 4 5 6 7 
10) Because this job affords me a certain standard  
      of living. 
      Kerana pekerjaan ini mampu memberi saya  
      taraf hidup yang tertentu. 
1 2 3 4 5 6 7 
11) Because it allows me to make a lot of money.  
      Kerana saya boleh mendapat banyak wang. 
1 2 3 4 5 6 7 
12) Because of the paycheck. 
      Kerana gaji. 
1 2 3 4 5 6 7 
 
Direction/Arahan: 
Complete this questionnaire based on your current or previous hotel work experience.  
Sila jawab soalan kajiselidik ini berdasarkan pengalaman anda bekerja di hotel sekarang atau yang lepas. 
 
Section 3: Employee Work Engagement 
Bahagian 3: Penglibatan Pekerja Dalam Pekerjaan 
 
Please read each statement carefully and decide if you ever feel this way about your job. If you have never 
had this feeling, cross the ‘0’ (zero) in the space after the statement. If you have had this feeling, indicate 
how often you felt it by crossing the number (from 1 to 6) that best describes how frequently you feel that 
way. Sila baca setiap pernyataan berikut dengan teliti dan nyatakan respon anda.  
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How often do you experience the 
following: 
Berapa kerapkah anda mengalami 
perkara berikut: 
 
N
ev
er
 /
 T
id
a
k
 P
er
n
a
h
 
A
lm
o
st
 n
ev
er
 (
A
 f
ew
 t
im
es
 a
 
y
ea
r 
o
r 
le
ss
) 
/ 
H
a
m
p
ir
 T
id
a
k
 
P
er
n
a
h
 (
B
eb
er
a
p
a
 k
a
li
 d
a
la
m
 
se
ta
h
u
n
 a
ta
u
 k
u
ra
n
g
) 
R
a
re
ly
 (
O
n
ce
 a
 m
o
n
th
 o
r 
le
ss
) 
/ 
J
a
ra
n
g
-J
a
ra
n
g
 (
S
eb
u
la
n
 S
ek
a
li
 
a
ta
u
 K
u
ra
n
g
) 
S
o
m
et
im
es
 (
A
 f
ew
 t
im
es
 a
 
m
o
n
th
)/
 K
a
d
a
n
g
-K
a
d
a
n
g
 
(B
eb
er
a
p
a
 K
a
li
 d
a
la
m
 S
eb
u
la
n
) 
O
ft
en
 (
O
n
ce
 a
 w
ee
k
) 
/ 
K
er
a
p
 
(S
em
in
g
g
u
 S
ek
a
li
) 
V
er
y
 o
ft
en
 (
A
 f
ew
 t
im
es
 a
 
w
ee
k
) 
/ 
S
a
n
g
a
t 
K
er
a
p
 (
B
eb
er
a
p
a
 
K
a
li
 S
em
in
g
g
u
) 
A
lw
a
y
s 
(E
v
er
y
 d
a
y
) 
/ 
S
el
a
lu
 
(S
et
ia
p
 H
a
ri
) 
1) At my work, I am bursting with  
    energy. 
    Ditempat kerja, saya amat  
    bertenaga. 
0 1 2 3 4 5 6 
2) At my job, I feel strong and  
    vigorous. 
     Ditempat kerja, saya berasa kuat  
    dan cergas. 
0 1 2 3 4 5 6 
3) I am enthusiastic about my job. 
    Saya berminat dengan kerja saya. 
0 1 2 3 4 5 6 
4) My job inspires me. 
    Kerja saya menberi inspirasi  
    kepada saya. 
0 1 2 3 4 5 6 
5) When I get up in the morning, I  
     feel like going to work. 
    Bila saya bangun pagi, saya 
berasa teruja untuk pergi kerja. 
0 1 2 3 4 5 6 
6) I feel happy when I am working  
    intensely. 
    Saya rasa gembira ketika saya 
sedang berusaha gigih. 
0 1 2 3 4 5 6 
7) I am proud of the work that I do. 
     Saya bangga dengan kerja yang  
    saya lakukan. 
0 1 2 3 4 5 6 
8) I am immersed in my work. 
    Saya asyik dengan kerja saya. 
0 1 2 3 4 5 6 
9) I get carried away when I am  
    working. 
    Saya fokus semasa saya bekerja. 
0 1 2 3 4 5 6 
 
Direction/Arahan: 
Complete this questionnaire based on your current or previous hotel work experience.  
Sila jawab soalan kajiselidik ini berdasarkan pengalaman anda bekerja di hotel sekarang atau yang lepas. 
 
Section 4: Employee Job Satisfaction  
Bahagian 4: Kepuasan Kerja Pekerja 
 
 
  
 
On my present job, this is how I feel about… 
Pada pekerjaan sekarang, saya rasa… 
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1) The chance to do different things from time to time. 
     Peluang untuk melakukan perkara berbeza dari masa ke  
    semasa. 
1 2 3 4 5 
2) The way my boss handles his/her workers. 
     Cara majikan saya menangani para pekerja. 
1 2 3 4 5 
3) The chance to do something that makes use of my  
    abilities. 
     Peluang untuk melakukan sesuatu yang menggunakan  
    kebolehan saya. 
1 2 3 4 5 
4) The way company policies are put into practice. 
     Cara polisi-polisi syarikat diamalkan. 
1 2 3 4 5 
5) My pay and the amount of work I do. 
    Gaji dan jumlah kerja yang saya lakukan. 
1 2 3 4 5 
6) The praise I get for doing a good job. 
     Pujian yang saya dapat bila melakukan kerja dengan  
     baik. 
1 2 3 4 5 
7) The feeling of accomplishment I get from the job. 
     Perasaan pencapaian yang saya dapat dari kerja. 
1 2 3 4 5 
 
Direction/Arahan: 
Complete this questionnaire based on your current or previous hotel work experience.  
Sila jawab soalan kajiselidik ini berdasarkan pengalaman anda bekerja di hotel sekarang atau yang lepas. 
 
Section 5: Employee Perceived Quality of Life 
Bahagian 5: Tanggapan Pekerja Terhadap Kualiti Hidup 
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1) I am satisfied with what I’m getting paid for 
my work. 
    Saya berpuas hati dengan gaji yang setimpal 
dengan kerja saya. 
1 2 3 4 5 6 7 
2) I don’t hear much gripping from my fellow 
co-workers about their pay. 
    Saya tidak mendengar banyak keluhan dari 
rakan sekerja mengenai gaji mereka. 
1 2 3 4 5 6 7 
3) My job is designed with flexibility (e.g., 
flexible hours). 
    Kerja saya adalah fleksibel (cth: jam bekerja 
saya yang fleksibel). 
1 2 3 4 5 6 7 
4) I feel that my supervisor cares about my 
financial wellbeing. 
    Saya rasa penyelia mengambil berat tentang 
kewangan saya. 
1 2 3 4 5 6 7 
5) This hotel offers a program to help employees 
invest and manage their finances effectively. 
     Hotel ini menawarkan program membantu 
pekerja melabur dan mengurus kewangan 
mereka dengan berkesan. 
1 2 3 4 5 6 7 
6) My job provides well for my family. 1 2 3 4 5 6 7 
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    Pekerjaan saya membolehkan saya 
menyediakan segalanya untuk keluarga. 
7) This hotel cares for its employees and their 
families. 
     Hotel ini mengambil berat bagi para pekerja 
dan keluarga mereka. 
1 2 3 4 5 6 7 
8) I can easily manage my job and also attend to 
the needs of my family. 
    Saya boleh menguruskan kerja saya dengan 
mudah dan memenuhi kehendak keluarga. 
1 2 3 4 5 6 7 
9) My job allows me to stay healthy. 
    Pekerjaan saya mengizinkan saya untuk 
sentiasa sihat. 
1 2 3 4 5 6 7 
10) My job allows for adequate family time.  
      Pekerjaan saya mengizinkan saya untuk 
cukup masa bersama keluarga. 
1 2 3 4 5 6 7 
 
 
Direction/Arahan: 
Complete this questionnaire based on your current or previous hotel work experience.  
Sila jawab soalan kajiselidik ini berdasarkan pengalaman anda bekerja di hotel sekarang atau yang lepas. 
 
Section 6: Employee Turnover Intention 
Bahagian 6: Niat Pekerja Untuk Berhenti 
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1. How often do you dream about getting another job that 
will better suit your personal needs? 
    Berapa kerapkah anda berniat untuk bertukar kerja yang 
sesuai dengan keperluan peribadi? 
1 2 3 4 5 
2. How often are you frustrated when not given the 
opportunity at work to achieve your personal work-
related goals? 
    Berapa kerapkah anda kecewa apabila tidak diberi 
peluang ditempat kerja untuk mencapai matlamat kerjaya 
anda? 
1 2 3 4 5 
3. How often have you considered leaving your job? 
   Berapa kerapkah anda mempertimbangkan untuk 
berhenti? 
1 2 3 4 5 
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4. How likely are you to accept another job at the same 
compensation level should it be offered to you? 
Apa kemungkinan anda menerima kerja lain yang 
menawarkan gaji setaraf? 
1 2 3 4 5 
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Direction/Arahan: 
Complete this questionnaire based on your current or previous hotel work experience.  
Sila jawab soalan kajiselidik ini berdasarkan pengalaman anda bekerja di hotel sekarang atau yang lepas. 
 
Section 7: Employee Perception of Minimum Wage Policy 
Bahagian 7: Persepsi Pekerja mengenai Polisi Gaji Minimum 
 
 
 
Indicate your agreement with the following statements: 
Nyatakan sama ada anda bersetuju dengan pernyataan berikut: 
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1) I am aware of the Minimum Wage Policy.  
    Saya sedar akan Polisi Gaji Minimum. 
1 2 3 4 5 
2) I know the method by which my salary is calculated 
(overtime rate, service points, allowances). 
    Saya tahu mengenai kaedah pengiraan gaji saya (kadar kerja 
lebih masa, mata servis, elaun-elaun). 
1 2 3 4 5 
3) The Minimum Wage Policy has improved my base salary. 
    Polisi Gaji Minimum telah meningkatkan gaji pokok saya. 
1 2 3 4 5 
4) The Minimum Wage Policy has improved my total salary. 
    Polisi Gaji Minimum telah menambahbaik jumlah gaji 
keseluruhan saya. 
1 2 3 4 5 
5) The Minimum Wage Policy does not benefit me. My 
employer reduced my allowance after the policy 
implementation. * 
     Polisi Gaji Minimum tidak memberi manfaat kepada saya. 
Majikan telah memotong elaun saya selepas perlaksanaan 
polisi tersebut. 
5 4 3 2 1 
6) The Minimum Wage Policy does not benefit me. My 
employer awarded less service points to me. * 
     Polisi Gaji Minimum tidak memberi manfaat kepada saya. 
Majikan saya memberi mata servis yang rendah kepada 
saya. 
5 4 3 2 1 
7) I am confident of receiving a salary package (inclusive of 
service point, allowance, etc.). 
    Saya yakin menerima pakej gaji (termasuk mata servis, elaun, 
dan lain-lain). 
1 2 3 4 5 
8) The Minimum Wage Policy is irrelevant to my industry 
because salary levels are already satisfactory. * 
     Polisi Gaji Minimum tidak relevan dalam industri saya 
kerana kadar gaji sudah mencukupi. 
1 2 3 4 5 
9) My salary reflects the industry’s salary level for someone 
with my qualifications and experience. 
    Gaji saya mencerminkan tangga gaji dalam industri bagi 
seseorang yang mempunyai kelulusan dan pengalaman 
seperti saya. 
1 2 3 4 5 
10) I believe that the trade union should continue fighting for 
implementation of the Minimum Wage Policy, so that my 
total salary increases. 
1 2 3 4 5 
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      Saya percaya kesatuan sekerja sepatutnya berterusan 
memperjuangkan Polisi Gaji Minimum supaya jumlah gaji 
saya meningkat. 
11) I think the Minimum Wage Policy has increased inflation 
and the cost of living. 
      Saya fikir Polisi Gaji Minimum telah meningkatkan inflasi 
dan kos sara hidup. 
1 2 3 4 5 
12) The Minimum Wage Policy increased labor cost and caused 
the hospitality industry to be less competitive. * 
      Polisi Gaji Minimum meningkatkan kos buruh dan 
menyebabkan industri hospitaliti menjadi kurang berdaya 
saing. 
5 4 3 2 1 
13) The Minimum Wage Policy has encouraged more 
Malaysians to work, therefore Malaysia will rely less on non-
Malaysian workers. 
      Polisi Gaji Minimum telah menggalakkan lebih ramai 
rakyat Malaysia untuk bekerja, oleh itu Malaysia akan 
kurang bergantung kepada pekerja asing. 
1 2 3 4 5 
14) The Minimum Wage Policy only benefits the unskilled non-
Malaysian workers. * 
      Polisi Gaji Minimum hanya memberi manfaat kepada 
pekerja asing yang tidak mahir. 
5 4 3 2 1 
 
Direction/Arahan: 
Complete this questionnaire based on your current or previous hotel work experience.  
Sila jawab soalan kajiselidik ini berdasarkan pengalaman anda bekerja di hotel sekarang atau yang lepas. 
 
Section 8: Hotel Information and Demographic Questions.  
Bahagian 8: Maklumat Hotel dan Soalan Demografi. 
 
Please answer all the questions. Indicate your responses with a (X).  
Sila jawab soalan-soalan berikut. Tandakan (X) pada jawapan anda. 
 
1) From the following list, indicate the state in which your hotel is located:  
    Nyatakan negeri lokasi hotel anda bekerja: 
 
 Perlis  Kuala Lumpur   Pahang 
 Kedah  Putrajaya   Terengganu 
 Pulau Pinang  Negeri Sembilan  Kelantan 
 Perak  Melaka  Sabah 
 Selangor  Johor  Sarawak 
 
2) From the following list, indicate the star rating of your hotel:  
    Nyatakan taraf bintang hotel anda bekerja: 
 
 3 star/3 bintang   4 star/4 bintang   5 star/5 bintang 
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3) What is your sex?  
   Apakah jantina anda? 
 
 Male/Lelaki   Female/Perempuan 
 
4) What is your age?  
   Berapakah umur anda? 
 
 19 – 25 years/19 – 25 tahun 
 26 – 35 years/26 – 35 tahun 
 36 – 45 years/36 – 45 tahun 
 46 – 55 years/46 – 55 tahun 
 Over 55 years/55 tahun keatas 
 
5) What is your citizenship?  
    Apakah taraf kewarganegaraan anda? 
 
 Malaysian/Warganegara Malaysia  Non-Malaysian/Bukan Warganegara Malaysia 
  
6) What is your highest education level?  
    Apakah tahap pendidikan tertinggi anda? 
 
 Lower than Sijil Pelajaran Malaysia (SPM) / Rendah dari SPM 
 Sijil Pelajaran Malaysia (SPM)  
 Diploma 
 Bachelor’s Degree / Ijazah Sarjana Muda 
 Master’s Degree / Ijazah Sarjana 
 Ph.D. / Ijazah Kedoktoran 
 Others, please specify / Lain-lain, sila nyatakan: 
__________________________________ 
 
7) How long have you worked at your current hotel?  
    Berapa lamakah anda telah bekerja dihotel yang anda bekerja sekarang? 
 
 Less than 1 year / Kurang dari 1 tahun  6 – 10 years / 6 – 10 tahun 
 1 – 2 years / 1 – 2 tahun  11 – 15 years / 11 – 15 tahun 
 3 – 5 years / 3 – 5 tahun  Over 15 years / 15 tahun keatas 
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8) How long have you been working in the hotel industry?  
    Berapa lamakah anda telah bekerja didalam industri perhotelan? 
 
 Less than 1 year / Kurang dari 1 tahun  6 – 10 years / 6 – 10 tahun 
 1 – 2 years / 1 – 2 tahun  11 – 15 years / 11 – 15 tahun 
 3 – 5 years / 3 – 5 tahun  Over 15 years / 15 tahun keatas 
 
9) What is your average number of hours worked per week at the current hotel?  
     Berapakah purata jam bekerja seminggu dihotel yang anda bekerja sekarang? 
 
 Less than 40 hours / Kurang dari 40 jam 
 40 – 50 hours / 40 – 50 jam 
 More than 50 hours / Lebih dari 50 jam 
 
10) Please specify the department where you work:  
      Sila nyatakan bahagian dimana anda bekerja: 
 
 Front Office / Pejabat Hadapan  Safety & Security / Keselamatan 
 Food and Beverage / Makanan dan Minuman  Engineering / Kejuruteraan 
 Housekeeping / Pengemasan  Administration / Pentadbiran 
 Others, please specify / Lain-lain, sila nyatakan: ______________________________ 
 
11) What is your current job title? (type your answer in the box below) 
Apakah jawatan anda sekarang? (taip jawapan anda dalam kotak dibawah) 
_____________________________ 
 
12) What is your monthly income level?  
      Berapakah kadar pendapatan bulanan anda? 
 
 Less than / Kurang daripada RM1,000 (less than USD236) 
 RM1,000 – RM3,000 (USD236 – USD672) 
 RM3,001 – RM5,000 (USD672 – USD1,120) 
 RM5,001 – RM10,000 (USD1,120 – USD2,241) 
 More than / Lebih daripada RM10,000 (More than USD2,241) 
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13. How is your monthly wage calculated?  
      Bagaimanakah gaji bulanan anda dikira? 
 
 Base wage plus service charge / Gaji pokok dengan caj perkhidmatan 
 Base wage without service charge / Gaji pokok tanpa caj perkhidmatan. 
 Do not know / Tidak Tahu 
 Other, please specify / Lain-lain, sila nyatakan: 
 
14. Select which hotel brand you are associated with:  
      Pilih jenama hotel yang berkaitan dengan anda: 
 
 SHANGRI-LA HOTELS (M) BHD (e.g., Shangri-La Hotels, Shangri-La Resorts, Traders Hotels,            
Kerry Hotels) 
 GRAND CENTRAL ENTERPRISES BHD (e.g., Grand Continental Hotels, Grand Crystal Hotel) 
 LANDMARKS BHD (e.g., The Andaman Langkawi) 
 PAN MALAYSIA HOLDINGS BHD (e.g., Corus Paradise Resort, Corus Hotels 
 Other, please specify / Lain-lain, sila nyatakan: 
 Do not know. Please state your current hotel name / Tidak Tahu. Sila nyatakan nama hotel anda             
bekerja sekarang: 
 
15. Since implementation of the minimum wage policy, how have your total work hours been affected? 
      Sejak perlaksanaan polisi gaji minimum, bagaimanakah jumlah jam bekerja anda terjejas? 
 
 Increased/Meningkat 
 Decreased/Berkurangan 
 Not changed/Tidak Berubah 
 
16. Since implementation of the minimum wage policy, 
      Sejak perlaksanaan polisi gaji minimum,  
 
 I work more than my scheduled hours/Saya bekerja lebih daripada jadual kerja saya 
 I work less than my scheduled hours/Saya bekerja kurang daripada jadual kerja saya  
 I work as per my scheduled hours/Saya bekerja berdasarkan jadual kerja saya 
 
 
 
Thank you for your help with this study. 
Terima kasih diatas bantuan anda untuk kajian ini. 
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APPENDIX E: PILOT TESTING EVALUATION FORM 
Introduction: 
I am a PhD. candidate from Iowa State University, Ames, Iowa, United States. I am currently 
doing my dissertation entitled “The impact of the national minimum wage policy 
implementation on Malaysian hotel employees”. 
Purpose of pilot test: 
The purpose of this pilot test is to examine the reliability of the questionnaire. It is also to 
confirm that the words and scales used in the questionnaire are understandable. 
Research background: 
I am investigating what impact the national minimum wage policy has had on hotel employee 
work behaviors and employee perceived quality of life. 
Procedures for the first pilot test: 
1) Your participation is completely voluntary and confidential. 
2) You should read the directions before you start answering the questions. You may skip any 
questions that you are not comfortable answering. All data collected from this pilot test will 
be kept at least one year after the study completion. 
3)  Once you have completed the questionnaire, you will be requested to fill in the pilot test 
form attached. This form will check your understanding of the words and scales used in the 
questionnaire. The person will also ask some questions to check your understanding of the 
words and scales used in the questionnaire. 
4) You could also make any suggestions for improvement of the questionnaire. 
Procedures for the second pilot test: 
1) Your participation is completely voluntary and confidential. 
2) You should read the directions before you start answering the questions. You may skip any 
questions that you are not comfortable answering. All data collected from this pilot test will 
be kept at least one year after the study completion. 
3) Once you have completed the questionnaire, you will be requested to fill in the pilot test form 
attached. This form will check your understanding of the words and scales used in the 
questionnaire. 
4) You could also make any suggestions for improvement of the questionnaire. 
I truly appreciate your time and effort in assisting me with this pilot test process. 
Thank you. 
Best regards, 
Nur Hidayah Che Ahmat 
PhD. Candidate 
Apparel, Events, and Hospitality Management 
Iowa State University 
+1515-598-6072 
hidayah@iastate.edu 
Susan W. Arendt, PhD, RD 
Professor / Major Professor for Nur Hidayah 
Apparel, Events, and Hospitality Management 
Iowa State University 
+1515-294-7575 
sarendt@iastate.edu 
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LIST OF PROBING QUESTIONS 
1. Did you understand the questions asked in this survey? 
2. Did you understand this question? (while referring to the item; e.g., item in Section 2 number 1, “My 
benefit package”) 
3. What is your interpretation of this item? (e.g., while referring to the item; e.g., item in Section 4 number 
1 “At my work, I am bursting with energy”) 
 
PILOT TEST FORM 
Please answer the questions or make any comments upon the completion of your questionnaire. 
1. How long did it takes for you to fill out this questionnaire? _____________ 
2. Were the questions understandable? 
 Yes  No 
If NO, please indicate the question number and what needs to be clarified. 
Question number Clarification 
  
  
  
  
  
 
3. Were the scales (or rankings) understandable? 
 Yes  No 
If NO, please recommend what needs to be done to make the scales (or rankings) understandable. 
 
 
 
 
4. In general, what recommendations do you have to improve the questionnaire? 
 
 
 
 
Thank you for your help with this pilot study. 
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APPENDIX F. HANDLING MISSING DATA 
Handling Missing Data using Independent-Samples t-Test 
Comparison between groups with no missing in any item and with missing in at 
least one item 
 
Group Statistics 
 Groups N Mean Std. Deviation Std. Error Mean 
SATPAY 
No missing 144 2.7531 .75255 .06271 
With missing 95 2.6057 .75688 .07765 
WORKMOT 
No missing 144 4.5243 1.28121 .10677 
With missing 83 4.4822 1.27970 .14047 
WORKENG 
No missing 144 5.1636 1.11235 .09270 
With missing 68 4.9749 1.31552 .15953 
JOBSAT 
No missing 144 3.1944 .89136 .07428 
With missing 54 3.3818 1.01424 .13802 
QUALIFE 
No missing 144 3.2799 1.42100 .11842 
With missing 48 3.2083 1.60595 .23180 
TURNINT 
No missing 144 3.5764 .88316 .07360 
With missing 45 3.6000 .85013 .12673 
PERMWP 
No missing 144 3.2326 .59521 .04960 
With missing 15 3.0868 .86061 .22221 
Note. SATPAY = satisfaction with compensation, WORKMOT = work motivation, WORKENG = work 
engagement, JOBSAT = job satisfaction, QUALIFE = perceived quality of life, TURNINT = turnover 
intention.
  
 
 
 
 
2
6
6
 
 
  
Independent Samples Test 
 Levene's Test for Equality 
of Variances 
t-test for Equality of Means 
F Sig. t df Sig. (2-
tailed) 
Mean 
Difference 
Std. Error 
Difference 
95% Confidence Interval of 
the Difference 
Lower Upper 
SATPAY 
assumed .129 .720 1.479 237 .141 .14743 .09970 -.04898 .34383 
not assumed   1.477 200.529 .141 .14743 .09981 -.04939 .34425 
WORKMOT 
assumed .029 .865 .239 225 .812 .04210 .17649 -.30569 .38989 
not assumed   .239 171.329 .812 .04210 .17644 -.30617 .39037 
WORKENG 
assumed 1.324 .251 1.086 210 .279 .18870 .17377 -.15385 .53126 
not assumed   1.023 113.801 .309 .18870 .18451 -.17681 .55421 
JOBSAT 
assumed .662 .417 -1.268 196 .206 -.18739 .14779 -.47886 .10408 
not assumed   -1.196 85.490 .235 -.18739 .15674 -.49900 .12422 
QUALIFE 
assumed .877 .350 .292 190 .770 .07153 .24482 -.41139 .55444 
not assumed   .275 73.097 .784 .07153 .26029 -.44723 .59028 
TURNINT 
assumed .111 .739 -.158 187 .875 -.02361 .14952 -.31857 .27135 
not assumed   -.161 76.022 .872 -.02361 .14655 -.31549 .26827 
PERMWP 
assumed 3.419 .066 .862 157 .390 .14583 .16916 -.18829 .47995 
not assumed 
  
.640 15.426 .531 .14583 .22768 
-.33829 
 .62994 
Note. SATPAY = satisfaction with compensation, WORKMOT = work motivation, WORKENG = work engagement, JOBSAT = job satisfaction, 
QUALIFE = perceived quality of life, TURNINT = turnover intention.
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Interpretation: An independent samples t-test was conducted to compare differences in 
the mean scores for seven variables between groups with no missing data and with 
missing data in at least one item. For satisfaction with compensation, there was no 
significant difference in scores for group with no missing data (M = 2.75, SD = 0.75) and 
with missing data (M = 2.61, SD = 0.76; t (237) =1.48, p = 0.14, two-tailed). The 
magnitude of the differences in the means (mean difference = 0.15, 95% CI: -0.05 to 
0.34) was very small (eta squared = 0.009). For work motivation, there was no significant 
difference in scores for group with no missing data (M = 4.52, SD = 1.28) and with 
missing data (M = 4.48, SD = 1.28; t (225) = 0.24, p = 0.81, two-tailed). The magnitude 
of the differences in the means (mean difference = 0.04, 95% CI: -0.31 to 0.39) was very 
small (eta squared = 0.0003). For work engagement, there was no significant difference 
in scores for group with no missing data (M = 5.16, SD = 1.11) and with missing data (M 
= 4.98, SD = 1.32; t (210) = 1.09, p = 0.28, two-tailed). The magnitude of the differences 
in the means (mean difference = 0.19, 95% CI: -0.15 to 0.53) was very small (eta squared 
= 0.006). For job satisfaction, there was no significant difference in scores for group with 
no missing data (M = 3.19, SD = 0.89) and with missing data (M = 3.38, SD = 1.01; t 
(196) = -1.27, p = 0.21, two-tailed). The magnitude of the differences in the means (mean 
difference = -0.19, 95% CI: -0.48 to 0.10) was very small (eta squared = 0.008).  
 For perceived quality of life, there was no significant difference in scores for 
group with no missing data (M = 3.28, SD = 1.42) and with missing data (M = 3.21, SD = 
1.61; t (190) = 0.29, p = 0.77, two-tailed). The magnitude of the differences in the means 
(mean difference = 0.07, 95% CI: -0.41 to 0.55) was very small (eta squared = 0.0004). 
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For turnover intention, there was no significant difference in scores for group with no 
missing data (M = 3.58, SD = 0.88) and with missing data (M = 3.60, SD = 0.85; t (187) = 
-0.16, p = 0.88, two-tailed). The magnitude of the differences in the means (mean 
difference = -0.02, 95% CI: -0.32 to 0.27) was very small (eta squared = 0.01). For 
perception of minimum wage policy, there was no significant difference in scores for 
group with no missing data (M = 3.23, SD = 0.60) and with missing data (M = 3.09, SD = 
0.86; t (157) = 0.86, p = 0.39, two-tailed). The magnitude of the differences in the means 
(mean difference = 0.15, 95% CI: -0.19 to 0.48) was very small (eta squared = 0.005). 
 Based on the results above, it seems reasonable to say that there were no 
significant differences in scores for group with no missing data and with missing data for 
all seven variables. Similar analysis was conducted in comparing differences between 
groups with no missing data and with missing data in at least one demographic variable 
and similar results were recorded in terms of no significant differences between these two 
groups. Hence, decision to include all 239 responses as the final sample was justified.
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Comparison between groups with no missing in any variables and with missing in at 
least one variable 
 
Group Statistics 
 Groups N Mean Std. Deviation Std. Error Mean 
SATPAY 
No Missing  159 2.7238 .75386 .05978 
With Missing  80 2.6362 .76207 .08520 
WORKMOT 
No Missing  159 4.5410 1.26837 .10059 
With Missing  68 4.4338 1.30660 .15845 
WORKENG 
No Missing  159 5.1894 1.10473 .08761 
With Missing  53 4.8441 1.36553 .18757 
JOBSAT 
No Missing  159 3.1989 .89980 .07136 
With Missing 39 3.4359 1.02386 .16395 
QUALIFE 
No Missing  159 3.2686 1.43889 .11411 
With Missing  33 3.2303 1.61041 .28034 
TURNINT 
No Missing  159 3.5928 .88614 .07028 
With Missing 30 3.5250 .81301 .14844 
PERMWP 
No Missing  159 3.2189 .62297 .04940 
With Missing 0a . . . 
a. t cannot be computed because at least one of the groups is empty.  
 
  
 
 
 
2
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Independent Samples Test 
 Levene's Test for 
Equality of Variances 
t-test for Equality of Means 
F Sig. t df Sig. (2-
tailed) 
Mean 
Difference 
Std. Error 
Difference 
95% Confidence Interval of the Difference 
Lower Upper 
SATPAY 
assumed .003 .954 .845 237 .399 .08768 .10371 -.11663 .29200 
not assumed   .842 156.924 .401 .08768 .10408 -.11790 .29327 
WORKMOT 
assumed .094 .759 .578 225 .564 .10720 .18545 -.25824 .47264 
not assumed   .571 123.387 .569 .10720 .18768 -.26429 .47869 
WORKENG 
assumed 2.410 .122 1.853 210 .065 .34530 .18632 -.02200 .71260 
not assumed   1.668 75.974 .099 .34530 .20702 -.06702 .75762 
JOBSAT 
assumed .600 .440 -1.434 196 .153 -.23704 .16532 -.56306 .08899 
not assumed   -1.326 53.301 .191 -.23704 .17880 -.59562 .12155 
QUALIFE 
assumed .863 .354 .136 190 .892 .03825 .28104 -.51611 .59261 
not assumed   .126 43.242 .900 .03825 .30267 -.57205 .64855 
TURNINT 
assumed .427 .514 .389 187 .698 .06777 .17421 -.27591 .41144 
not assumed   .413 43.061 .682 .06777 .16423 -.26342 .39896 
Note. SATPAY = satisfaction with compensation, WORKMOT = work motivation, WORKENG = work engagement, JOBSAT = job satisfaction, 
QUALIFE = perceived quality of life, TURNINT = turnover intention.
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Comparison between groups with no missing in any demographic variables and 
with missing in at least one demographic variable. 
 
 Groups N Mean Std. Deviation Std. Error Mean 
SATPAY 
No missing 148 2.7318 .75730 .06225 
With missing 91 2.6337 .75448 .07909 
WORKMOT 
No missing 148 4.5215 1.24826 .10261 
With missing 79 4.4852 1.33971 .15073 
WORKENG 
No missing 148 4.1667 1.10395 .09074 
With missing 64 3.9559 1.34164 .16770 
JOBSAT 
No missing 148 3.1885 .91043 .07484 
With missing 50 3.4143 .96643 .13667 
QUALIFE 
No missing 148 3.2541 1.41038 .11593 
With missing 44 3.2886 1.65448 .24942 
TURNINT 
No missing 148 3.6081 .89981 .07396 
With missing 41 3.4878 .77248 .12064 
PERMWP 
No missing 147 3.2363 .62254 .05135 
With missing 12 3.0060 .61404 .17726 
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Independent Samples Test 
 Levene's Test for 
Equality of Variances 
t-test for Equality of Means 
F Sig. t df Sig. (2-
tailed) 
Mean 
Difference 
Std. Error 
Difference 
95% Confidence Interval 
of the Difference 
Lower Upper 
SATPAY 
assumed .000 .995 .974 237 .331 .09810 .10074 -.10036 .29656 
not assumed   .975 191.137 .331 .09810 .10065 -.10042 .29663 
WORKMOT 
assumed .663 .416 .204 225 .839 .03632 .17845 -.31533 .38797 
not assumed   .199 149.953 .842 .03632 .18234 -.32397 .39660 
WORKENG 
assumed 2.586 .109 1.193 210 .234 .21072 .17658 -.13737 .55881 
not assumed   1.105 101.560 .272 .21072 .19068 -.16751 .58895 
JOBSAT 
assumed .078 .780 -1.492 196 .137 -.22574 .15127 -.52406 .07258 
not assumed   -1.449 80.379 .151 -.22574 .15582 -.53581 .08433 
QUALIFE 
assumed 1.905 .169 -.137 190 .891 -.03458 .25227 -.53219 .46303 
not assumed   -.126 62.730 .900 -.03458 .27505 -.58427 .51511 
TURNINT 
assumed 1.923 .167 .780 187 .436 .12030 .15427 -.18403 .42464 
not assumed   .850 72.919 .398 .12030 .14151 -.16173 .40234 
PERMWP 
assumed .375 .541 1.233 157 .219 .23031 .18672 -.13851 .59913 
not assumed   1.248 12.917 .234 .23031 .18455 -.16864 .62926 
Note. SATPAY = satisfaction with compensation, WORKMOT = work motivation, WORKENG = work engagement, JOBSAT = job satisfaction, QUALIFE = 
perceived quality of life, TURNINT = turnover intention.
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APPENDIX G. ASSESSING NORMALITY AND CHECKING FOR OUTLIERS 
 
Descriptives 
 Statistic Std. Error 
TURNINT 
Mean 3.5820 .06352 
95% Confidence Interval for 
Mean 
Lower Bound 3.4567  
Upper Bound 3.7073  
5% Trimmed Mean 3.6014  
Median 3.7500  
Variance .763 
 
Std. Deviation .87322  
Minimum 1.50  
Maximum 5.00  
Range 3.50  
Interquartile Range 1.25  
Skewness -.226 .177 
Kurtosis -.749 .352 
 
Tests of Normality 
 Kolmogorov-Smirnova Shapiro-Wilk 
Statistic df Sig. Statistic df Sig. 
TURNINT .107 189 .000 .969 189 .000 
a. Lilliefors Significance Correction 
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APPENDIX H. COMPARISON BETWEEN DEMOGRAPHIC GROUPS 
 
Comparison between groups currently and previously working in hotels 
 
 
0. Are you/Have you worked in a hotel? N Mean Std. 
Deviation 
Std. Error 
Mean 
SATPAY 
Yes, currently working in a hotel 108 2.6755 .79139 .07615 
No, but previously worked in a hotel 131 2.7101 .72851 .06365 
WORKMOT 
Yes, currently working in a hotel 105 4.6198 1.30922 .12777 
No, but previously worked in a hotel 122 4.4134 1.24796 .11299 
WORKENG 
Yes, currently working in a hotel 99 5.0797 1.24308 .12493 
No, but previously worked in a hotel 113 5.1235 1.12994 .10630 
JOBSAT 
Yes, currently working in a hotel 93 3.2419 .95803 .09934 
No, but previously worked in a hotel 105 3.2488 .90445 .08827 
QUALIFE 
Yes, currently working in a hotel 90 3.3922 1.48515 .15655 
No, but previously worked in a hotel 102 3.1471 1.44529 .14310 
TURNINT 
Yes, currently working in a hotel 88 3.4489 .93015 .09915 
No, but previously worked in a hotel 101 3.6980 .80725 .08032 
PERMWP 
Yes, currently working in a hotel 78 3.1339 .59285 .06713 
No, but previously worked in a hotel 81 3.3007 .64372 .07152 
Note. SATPAY = satisfaction with compensation, WORKMOT = work motivation, WORKENG = work 
engagement, JOBSAT = job satisfaction, QUALIFE = perceived quality of life, TURNINT = turnover 
intention.
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Independent Samples Test 
 Levene's Test for 
Equality of Variances 
t-test for Equality of Means 
F Sig. t df Sig. (2-
tailed) 
Mean 
Difference 
Std. Error 
Difference 
95% Confidence Interval 
of the Difference 
Lower Upper 
SATPAY 
assumed 1.133 .288 -.352 237 .725 -.03463 .09846 -.22860 .15934 
not assumed   -.349 220.250 .727 -.03463 .09925 -.23023 .16097 
WORKMOT 
assumed .670 .414 1.215 225 .226 .20640 .16994 -.12848 .54129 
not assumed   1.210 216.474 .228 .20640 .17056 -.12976 .54257 
WORKENG 
assumed 2.649 .105 -.269 210 .788 -.04384 .16300 -.36517 .27749 
not assumed   -.267 199.680 .790 -.04384 .16403 -.36730 .27962 
JOBSAT 
assumed 1.007 .317 -.051 196 .959 -.00682 .13243 -.26798 .25434 
not assumed   -.051 189.899 .959 -.00682 .13289 -.26895 .25531 
QUALIFE 
assumed .000 .989 1.158 190 .248 .24516 .21174 -.17250 .66282 
not assumed   1.156 185.653 .249 .24516 .21210 -.17327 .66360 
TURNINT 
assumed 3.871 .051 -1.972 187 .050 -.24916 .12637 -.49845 .00014 
not assumed   -1.953 173.608 .052 -.24916 .12761 -.50102 .00270 
PERMWP 
assumed .745 .389 -1.698 157 .092 -.16679 .09824 -.36084 .02726 
not assumed   -1.700 156.693 .091 -.16679 .09809 -.36055 .02696 
Note. SATPAY = satisfaction with compensation, WORKMOT = work motivation, WORKENG = work engagement, JOBSAT = job satisfaction, 
QUALIFE = perceived quality of life, TURNINT = turnover intention.
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Comparison between groups having and not having supervisory responsibilities at 
work 
 
 
1. Do you have any 
supervisory responsibilities 
at your job? 
N Mean Std. Deviation Std. Error Mean 
SATPAY 
Yes 174 2.6964 .75027 .05688 
No 65 2.6894 .77755 .09644 
WORKMOT 
Yes 165 4.6749 1.25356 .09759 
No 62 4.0672 1.24638 .15829 
WORKENG 
Yes 154 5.2270 1.19800 .09654 
No 58 4.7739 1.07846 .14161 
JOBSAT 
Yes 145 3.3195 .93918 .07799 
No 53 3.0431 .87194 .11977 
QUALIFE 
Yes 142 3.4007 1.50335 .12616 
No 50 2.8680 1.28563 .18181 
TURNINT 
Yes 139 3.5791 .90241 .07654 
No 50 3.5900 .79501 .11243 
PERMWP 
Yes 115 3.2647 .63405 .05913 
No 44 3.0990 .58298 .08789 
Note. SATPAY = satisfaction with compensation, WORKMOT = work motivation, WORKENG = work 
engagement, JOBSAT = job satisfaction, QUALIFE = perceived quality of life, TURNINT = turnover 
intention.
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Independent Samples Test 
 Levene's Test for 
Equality of Variances 
t-test for Equality of Means 
F Sig. t df Sig. (2-
tailed) 
Mean 
Difference 
Std. Error 
Difference 
95% Confidence Interval 
of the Difference 
Lower Upper 
SATPAY 
assumed .158 .692 .063 237 .950 .00696 .11015 -.21004 .22396 
not assumed   .062 111.282 .951 .00696 .11197 -.21490 .22883 
WORKMOT 
assumed 1.189 .277 3.259 225 .001 .60768 .18644 .24028 .97508 
not assumed   3.268 110.260 .001 .60768 .18596 .23917 .97619 
WORKENG 
assumed .421 .517 2.520 210 .012 .45306 .17975 .09870 .80741 
not assumed   2.644 113.185 .009 .45306 .17138 .11352 .79259 
JOBSAT 
assumed .246 .621 1.868 196 .063 .27641 .14796 -.01539 .56822 
not assumed   1.934 99.024 .056 .27641 .14293 -.00718 .56001 
QUALIFE 
assumed 2.722 .101 2.234 190 .027 .53270 .23850 .06226 1.00315 
not assumed   2.407 99.526 .018 .53270 .22130 .09363 .97178 
TURNINT 
assumed 1.459 .229 -.075 187 .940 -.01086 .14438 -.29569 .27397 
not assumed   -.080 97.508 .937 -.01086 .13601 -.28079 .25907 
PERMWP 
assumed 1.309 .254 1.507 157 .134 .16571 .10999 -.05154 .38296 
not assumed   1.564 84.222 .121 .16571 .10593 -.04492 .37635 
Note. SATPAY = satisfaction with compensation, WORKMOT = work motivation, WORKENG = work engagement, JOBSAT = job satisfaction, 
QUALIFE = perceived quality of life, TURNINT = turnover intention.
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Comparison between groups working and not working in hotels when the minimum 
wage policy was implemented on January 1, 2013 
 
 
2. Were you working in 
hotels when the Minimum 
Wage Policy was 
implemented on January 1, 
2013? 
N Mean Std. Deviation Std. Error Mean 
SATPAY 
Yes 106 2.7071 .78021 .07578 
No 133 2.6844 .73923 .06410 
WORKMOT 
Yes 101 4.6543 1.26789 .12616 
No 126 4.3924 1.27910 .11395 
WORKENG 
Yes 96 5.3299 1.08967 .11121 
No 116 4.9153 1.22547 .11378 
JOBSAT 
Yes 92 3.2955 .83829 .08740 
No 106 3.2022 1.00065 .09719 
QUALIFE 
Yes 91 3.2637 1.48320 .15548 
No 101 3.2604 1.45658 .14493 
TURNINT 
Yes 90 3.5833 .86521 .09120 
No 99 3.5808 .88484 .08893 
PERMWP 
Yes 76 3.1431 .64774 .07430 
No 83 3.2883 .59484 .06529 
Note. SATPAY = satisfaction with compensation, WORKMOT = work motivation, WORKENG = work 
engagement, JOBSAT = job satisfaction, QUALIFE = perceived quality of life, TURNINT = turnover 
intention.
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Independent Samples Test 
 Levene's Test for Equality 
of Variances 
t-test for Equality of Means 
F Sig. t df Sig. (2-
tailed) 
Mean 
Difference 
Std. Error 
Difference 
95% Confidence Interval of 
the Difference 
Lower Upper 
SATPAY 
assumed .112 .738 .230 237 .818 .02270 .09865 -.17165 .21704 
not assumed   .229 219.584 .819 .02270 .09925 -.17292 .21831 
WORKMOT 
assumed .203 .653 1.539 225 .125 .26191 .17017 -.07342 .59724 
not assumed   1.541 215.159 .125 .26191 .17000 -.07317 .59700 
WORKENG 
assumed .973 .325 2.577 210 .011 .41451 .16088 .09737 .73166 
not assumed   2.605 208.895 .010 .41451 .15911 .10085 .72817 
JOBSAT 
assumed 3.181 .076 .706 196 .481 .09339 .13235 -.16761 .35440 
not assumed   .715 195.767 .476 .09339 .13071 -.16439 .35117 
QUALIFE 
assumed .226 .635 .016 190 .987 .00334 .21236 -.41554 .42222 
not assumed   .016 187.171 .987 .00334 .21256 -.41598 .42266 
TURNINT 
assumed .377 .540 .020 187 .984 .00253 .12752 -.24904 .25409 
not assumed   .020 185.997 .984 .00253 .12738 -.24877 .25383 
PERMWP 
assumed .088 .767 -1.474 157 .143 -.14522 .09854 -.33986 .04941 
not assumed   -1.468 152.423 .144 -.14522 .09891 -.34064 .05019 
Note. SATPAY = satisfaction with compensation, WORKMOT = work motivation, WORKENG = work engagement, JOBSAT = job satisfaction, 
QUALIFE = perceived quality of life, TURNINT = turnover intention.
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APPENDIX I. RESULTS OF t-TESTS BETWEEN GROUPS 
 
Variable  Perception of 
minimum 
wage policy 
Satisfaction 
with 
compensation 
Work 
motivation 
Work 
engagement 
Job 
satisfaction 
Turnover 
intention 
Perceived 
quality of 
life 
Currently working M(SD) 3.13(0.59) 2.68(0.79) 4.62(1.31) 4.08(1.24) 3.24(0.96) 3.45(0.93) 3.39(1.49) 
Previously working M(SD) 3.30(0.64) 2.71(0.73) 4.41(1.25) 4.12(1.13) 3.25(0.91) 3.70(0.81) 3.15(1.45) 
t-test  -1.698 -0.352 1.215 -0.269 -0.051 -1.972 1.158 
F  0.745 1.133 0.670 2.649 1.007 3.871 0.000 
p  0.092 0.725 0.226 0.788 0.959 0.050 0.959 
         
         
With supervisory 
responsibilities 
M(SD) 3.27(0.63) 2.70(0.75) 4.68(1.25) 4.23(1.20) 3.32(0.94) 3.58(0.90) 3.40(1.50) 
Without supervisory 
responsibilities 
M(SD) 3.01(0.58) 2.70(0.78) 4.07(1.25) 3.77(1.08) 3.04(0.87) 3.59(0.80) 2.87(1.29) 
t-test  1.507 0.063 3.259 2.520 1.868 -0.075 2.234 
F  1.309 0.158 1.189 0.421 0.246 1.459 2.722 
p  0.134 0.950 0.001 0.012 0.063 0.940 0.027 
         
         
Working during 
policy 
implementation 
M(SD) 3.14(0.65) 2.71(0.78) 4.65(1.27) 4.33(1.09) 3.30(0.84) 3.58(0.87) 3.26(1.48) 
Not working during 
policy 
implementation 
M(SD) 3.29(0.60) 2.68(0.74) 4.39(1.28) 3.92(1.23) 3.20(1.00) 3.58(0.89) 3.26(1.46) 
t-test  -1.474 0.230 1.539 2.577 0.706 0.020 0.016 
F  0.088 0.112 0.203 0.973 3.181 0.377 0.226 
p  0.143 0.818 0.125 0.011 0.481 0.984 0.981 
Note. All F-test are non-significance at p > 0.05. 
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APPENDIX J. AVERAGE VARIANCE EXTRACTED AND COMPOSITE 
RELIABILITY (CHAPTER 5) 
 
 
Standardized factor loadings, average variance extracted, and reliability estimates for Chapter 5 
 SATPAY WORKMOT WORKENG JOBSAT TURNINT 
SATPAY1 0.846     
SATPAY2 0.854     
SATPAY3 0.906     
SATPAY4 0.906     
WORKMOT1  0.871    
WORKMOT2  0.947    
WORKMOT3  0.836    
WORKMOT4  0.618    
WORKENG1   0.836   
WORKENG2   0.938   
WORKENG3   0.910   
JOBSAT1    0.759  
JOBSAT2    0.908  
JOBSAT3    0.874  
TURNINT1     0.781 
TURNINT2     0.763 
Average Variance Extracted 77.2% 68.4% 80.2% 72.2% 59.6% 
Composite Reliability 0.99 0.99 0.99 0.99 0.96 
Note. SATPAY = satisfaction with compensation, WORKMOT = work motivation, WORKENG = work 
engagement, JOBSAT = job satisfaction, TURNINT = turnover intention. 
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APPENDIX K. CORRELATIONS AMONG THE MEASURED VARIABLES 
 
Variable 1 2 3 4 5 6 7 8 9 10 11 
1. Perception of minimum 
wage policy 1 
-           
2. Perception of minimum 
wage policy 2 
0.586 -          
3. Perception of minimum 
wage policy 3 
0.674 0.665 -         
4. Pay level 0.214 0.423 0.244 -        
5. Benefits 0.170* 0.312 0.168* 0.720 -       
6. Pay raise 0.153 a 0.291 0.231 0.791 0.770 -      
7. Pay structure 0.228 0.295 0.201* 0.751 0.791 0.811 -     
8. Intrinsic motivation 0.240 0.344 0.332 0.288 0.241 0.301 0.286 -    
9. Identified regulation 0.259 0.387 0.334 0.327 0.311 0.335 0.352 0.832 -   
10. Introjected regulation 0.280 0.416 0.335 0.245 0.261 0.288 0.331 0.702 0.792 -  
11. External regulation 0.264 0.415 0.284 0.484 0.454 0.472 0.482 0.493 0.554 0.602 - 
12. Vigor 0.244 0.246 0.274 0.303 0.198 0.284 0.293 0.632 0.622 0.545 0.417 
13. Dedication 0.220 0.309 0.344 0.337 0.273 0.287 0.294 0.743 0.747 0.629 0.449 
14. Absorption 0.196* 0.274 0.269 0.308 0.203 0.258 0.253 0.606 0.674 0.626 0.447 
15. Intrinsic satisfaction 0.337 0.237 0.299 0.357 0.387 0.438 0.491 0.522 0.582 0.505 0.526 
16. Extrinsic satisfaction 0.233 0.349 0.263 0.503 0.476 0.556 0.630 0.446 0.502 0.438 0.553 
17. General satisfaction 0.201*  0.410 0.213 0.569 0.479 0.588 0.600 0.376 0.459 0.396 0.553 
18. Perceived quality of life 1 0.245 0.395 0.259 0.619 0.498 0.616 0.593 0.302 0.377 0.309 0.535 
19. Perceived quality of life 2 0.253 0.374 0.257 0.558 0.490 0.614 0.612 0.336 0.376 0.328 0.548 
20. Perceived quality of life 3 0.246 0.416 0.272 0.620 0.509 0.622 0.565 0.400 0.419 0.326 0.593 
21. Turnover intention 1 -0.037 a -0.148 a -0.052 a -0.255 -0.185* -0.286 -0.296 -0.306 -0.277 -0.196 -0.285 
22. Turnover intention 2 -0.007 a -0.109 a -0.164* -0.283 -0.170* -0.302 -0.302 -0.314 -0.307 -0.226 -0.190 
              Note. All correlations are significant at the 0.01 level, except for * p < 0.05, two-tailed. a correlation is not significant (p > 0.05). 
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APPENDIX K. (CONTINUED) 
 
Variable 12 13 14 15 16 17 18 19 20 21 22 
1. Perception of minimum 
wage policy 1 
           
2. Perception of minimum 
wage policy 2 
           
3. Perception of minimum 
wage policy 3 
           
4. Pay level            
5. Benefits            
6. Pay raise            
7. Pay structure            
8. Intrinsic motivation            
9. Identified regulation            
10. Introjected regulation            
11. External regulation            
12. Vigor -           
13. Dedication 0.771 -          
14. Absorption 0.782 0.855 -         
15. Intrinsic satisfaction 0.582 0.619 0.599 -        
16. Extrinsic satisfaction 0.471 0.417 0.430 0.685 -       
17. General satisfaction 0.441 0.373 0.420 0.624 0.806 -      
18. Perceived quality of life 1 0.340 0.255 0.260 0.442 0.577 0.650 -     
19. Perceived quality of life 2 0.336 0.246 0.256 0.471 0.696 0.708 0.871 -    
20. Perceived quality of life 3 0.403 0.332 0.321 0.487 0.663 0.704 0.870 0.853 -   
21. Turnover intention 1 -0.290 -0.262 -0.230 -0.273 -0.340 -0.350 -0.339 -0.336 -0.381 -  
22. Turnover intention 2 -0.255 -0.243 -0.176* -0.283 -0.345 -0.320 -0.441 -0.370 -0.346 0.595 - 
            Note. All correlations are significant at the 0.01 level, except for * p < 0.05, two-tailed. a correlation is not significant (p > 0.05).
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APPENDIX L. AVERAGE VARIANCE EXTRACTED AND COMPOSITE 
RELIABILITY (CHAPTER 6) 
  
Standardized factor loadings, average variance extracted, and reliability estimates for Chapter 6 
 PERMWP SATPAY WORKMOT WORKENG JOBSAT QUALIFE TURNINT 
PERMWP1 0.768       
PERMWP2 0.795       
PERMWP3 0.852       
SATPAY1  0.850      
SATPAY2  0.851      
SATPAY3  0.908      
SATPAY4  0.902      
WORKMOT1   0.872     
WORKMOT2   0.944     
WORKMOT3   0.837     
WORKMOT4   0.623     
WORKENG1    0.834    
WORKENG2    0.940    
WORKENG3    0.909    
JOBSAT1     0.749   
JOBSAT2     0.901   
JOBSAT3     0.890   
QUALIFE1      0.933  
QUALIFE2      0.933  
QUALIFE3      0.928  
TURNINT1       0.780 
TURNINT2       0.761 
Average 
Variance 
Extracted 
64.9% 77.1% 68.5% 80.2% 72.2% 86.7% 59.4% 
Composite 
Reliability 
0.98 0.99 0.99 0.99 0.99 0.99 0.95 
Note. PERMWP = perception of minimum wage policy, SATPAY = satisfaction with compensation, 
WORKMOT = work motivation, WORKENG = work engagement, JOBSAT = job satisfaction, QUALIFE 
= perceived quality of life, TURNINT = turnover intention. 
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APPENDIX M. DEMOGRAPHIC PROFILES OF RESPONDENTS AND 
CHARACTERISTICS OF HOTELS (n = 150 – 239) 
 
Item n % 
Sex Male 62 38.8 
 Female 98 61.3 
    
Age group 19-25 years 41 25.6 
 26-35 years 88 55.0 
 36-45 years 17 10.6 
 46-55 years 10 6.3 
 Over 55 years 4 2.5 
    
Citizenship Malaysian 160 100.0 
 
Highest education level Lower than Malaysian Certificate of 
Education (SPM)  
4 2.5 
 Malaysian Certificate of Education (SPM) 14 8.8 
 Diploma   23 14.4 
 Bachelor’s degree 94 58.8 
 Master’s degree  20 12.5 
 Ph.D. 2 1.3 
 Others (i.e., Malaysian Higher School 
Certificate or STPM) 
3 1.9 
    
Work status Currently working in a hotel 108 45.2 
 Previously worked in a hotel 131 54.8 
    
Department Front office 36 22.5 
 Food and beverage  68 42.5 
 Housekeeping 8 5.0 
 Engineering 2 1.3 
 Administration 24 15.0 
 Others (e.g., account, human resource) 22 13.8 
    
Supervisory responsibilities Yes 174 72.8 
 No 65 27.2 
    
Years working at current hotel Less than 1 year 58 36.5 
   1-2 years 48 30.2 
 3-5 years 25 15.7 
 6-10 years 13 8.2 
 11-15 years 7 4.4 
 Over 15 years 8 5.0 
    
Years working in the hotel industry Less than 1 year 47 29.6 
   1-2 years 35 22.0 
 3-5 years 38 23.9 
 6-10 years 13 8.2 
 11-15 years 15 9.4 
 Over 15 years 11 6.9 
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APPENDIX M. (CONTINUED) 
 
Item n % 
Average number of hours  Less than 40 hours 24 15.1 
  worked per week 40-50 hours 89 56.0 
 More than 50 hours 46 28.9 
    
Working at the time minimum wage  Yes 106 44.4 
   policy was implemented  No 133 55.6 
   (January 1, 2013)    
    
Monthly income level Less than RM1,000 (less than USD236) 44 7.0 
 RM1,000-RM5,000 (USD236 – 1, 120) 139 88.0 
 More than RM5,001 (More than USD1, 120) 8 5.1 
    
Monthly wage calculation Base wage plus service charge 67 42.4 
 Base wage without service charge 63 39.9 
 Do not know 21 13.3 
 Others (e.g., depends on sales) 7 4.4 
    
Total work hours since  Increased 35 22.0 
  implementation of the  Decreased 15 9.4 
  minimum wage policy Not changed 109 68.6 
    
Since implementation of the  I work more than my scheduled hours 64 40.3 
  minimum wage policy I work less than my scheduled hours 3 1.9 
 I work as per my scheduled hours 92 57.9 
    
Hotel location 
   
Northern region (i.e., Kedah, Perlis, Pulau 
Pinang, Perak) 
34 21.3 
 Central region (i.e., Kuala Lumpur, Negeri 
Sembilan, Selangor, Putrajaya) 
75 46.9 
 Southern region (i.e., Johor, Melaka) 14 8.8 
 East-coast region (i.e., Kelantan, Pahang, 
Terengganu) 
27 16.9 
 Other regions (i.e., Sabah, Sarawak, Labuan) 10 6.3 
    
Hotel star rating 3-star 39 24.4 
 4-star 50 31.3 
 5-star 71 44.4 
    
Hotel brand Shangri-la hotels (M) berhad 15 10.0 
 Grand central enterprises berhad 3 2.0 
 Landmarks berhad 3 2.0 
 Pan Malaysia holdings berhad 4 2.7 
 Do not know 80 53.3 
 Others (e.g., Accor group, Bayview  
international) 
45 30.0 
 
Notes. SPM in Malaysia is equivalent to eleventh grade in America’s K-12 education. STPM is equivalent 
to the A-level. Percentages may not add to exactly 100% due to rounding.  
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